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&C 

Committee  Hearing:  Housing  and  Neighborhood  Services  -  February  19,  1998 

Ordinance  Number:  98-0015  -  Parking  Meter  Zones 

Origin:  Department  of  Parking  and  Traffic 

Summary  of  Requested  Action: 

By  adding  section  202, F  to  the  San  Francisco  Traffic  Code,  this  measure  would  reduce  the  time  a  vehicle  may  be 
parked  in  a  two-hour  metered  zone  from  two-hours  to  one-hour  when  the  meter  for  that  space  is  broken  or 
inoperable, 

I        This  measure  would  not  affect  vehicles  parked  in  one-hour  or  thirty  minute  zones 
Policy  Question: 

How  long  should  vehicles  be  allowed  to  park  in  metered  parking  zones  when  the  meter  for  that  space  is  broken 
or  inoperable? 

Should  the  time  a  vehicle  may  be  parked  in  a  two-hour  metered  zone  be  reduced  from  two-hours  to  one-hour 
when  the  meter  for  the  given  space  is  broken  or  inoperable? 

Current  Law: 

Currently,  the  Department  of  Parking  of  Traffic  (Department)  issues  parking  citations  to  vehicles  parked  in 
,J  metered  zones  having  broken  or  inoperable  meters  only  after  the  time  limit  that  normally  would  appi;.  to  the 
I       meter  has  expired.  In  other  words,  a  vehicle  may  park  in  a  two-hour  metered  zone  having  a  broken  or  inoperable 
meter  for  two-hours  without  receiving  a  citation.  However,  after  the  two-hour  limitation  has  expired,  the  %  chicle 
is  subject  to  a  citation.  By  the  same  token,  a  vehicle  in  a  one-hour  zone  with  a  broken  or  inoperative  meter  is 
subject  to  a  one-hour  limitation. 

I  Backeround: 

The  Director  of  Parking  and  Traffic  (Director)  is  authorized  by  the  San  Francisco  Traffic  Code  to  establish 
parking  meter  zones  within  the  City  in  areas  provided  for  and  approved  by  the  Board  of  Supervisors  The 
Director  is  responsible  for  the  enforcement  of  parking  meter  violations 

This  proposal  originated  within  the  Department.  By  enforcing  a  one-hour  parking  limit  in  two-hour  metered 

I zones  having  broken  meters,  the  Department  hopes  to: 
1 .  Reduce  the  ability  of  motorist  to  evade  enforcement, 
2.  Encourage  parking  turn-over,  and 
3 .  Discourage  intentional  vandalism  of  meters. 

REDUCE  ENFORCEMENT  EVASION 

According  to  the  Department,  if  a  meter  is  inoperable,  parking  enforcement  officers  must  chalk  vehicle  tires  in 
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order  to  enforce  time  limits  The  Department  argues  that  it  is  much  easier  for  motorists  to  evade  enforcement  b> 
erasing  chalk  marks  when  they  have  two-hours  to  monitor  their  vehicle.  Enforcing  a  one-hour  limit  makes  it 
harder  for  motorists  to  continually  return  to  their  vehicle  to  remove  chalk  marks. 

ENCOURAGE  TURN-OVER 

By  reducing  the  time  a  vehicle  can  be  parked  in  specified  zones  by  100%  (fi-om  two  hours  to  one  hour),  it  is 
certain  that  the  incentive  for  motorist  to  move  their  parked  cars  will  be  increased.  A  car  that  would  have  been 
able  to  sit  parked  for  two  hours,  would  be  required  to  move  within  one  hour  if  this  proposal  is  enacted. 

Additionally,  if  it  is  accepted  that  this  proposal  will  improve  enforcement,  the  threat  of  receiving  a  citation  will 
encourage  motorists  to  move  their  cars. 

DISCOURAGE  VANDALISM 

The  Department  contends  that  motorists  sometimes  intentionally  break  or  vandalize  parking  meters  in  order  to 
evade  the  initial  coin  deposit  and,  in  the  case  of  two-hour  meter  zones,  provide  adequate  time  to  evade 
enforcement  through  tire  chalking  as  discussed  above.  The  Department  believes  this  proposal  would  remove  su( 
incentives. 

Policy  Issues 

Difference  in  Treatment  within  a  zone  :  Under  this  proposal,  two  cars  parked  next  to  one  another  on  a  street  wi 
two-hour  metered  parking  could  be  treated  differently. 

For  example,  there  are  two  vehicles  attempting  to  find  parking  on  the  same  block.  There  are  only  two  parkin^ 
spaces  available  -  one  with  an  operable  meter  and  one  with  a  broken  meter.  Car  1  parks  in  the  space  with  the 
operable  meter  The  driver  of  that  vehicle  is  able  to  deposit  the  appropriate  amount  of  money  into  the  meter  anc 
enjoy  the  abihty  to  leave  the  car  parked  in  that  parking  zone  for  two  hours. 

Car  2,  on  the  other  hand,  must  park  in  the  parking  space  with  an  inoperable  meter.  Under  this  proposal,  the 
driver  of  Car  2  would  be  forced  to  move  her  car  within  an  hour  because  the  only  meter  she  could  find  happens  1 
be  inoperable. 

Does  the  Board  feel  it  is  an  acceptable  trade-off  to  reduce  the  maximum  amount  of  Driver  2's  parking  time  by 
one  hour  in  exchange  for  one  hour  of  free  parking? 

Adequate  notification:  How  will  drivers  be  aware  of  the  time  limits  that  apply  to  them*^  The  Department  has 
placed  stickers  on  meters  to  inform  drivers  of  special  rules  applying  to  vehicles  parking  within  metered  zones. 
Will  stickers  provide  sufficient  notice  of  special  rules  applying  to  two-hour  metered  zones  having  broken  or 
inoperable  meters'^  Should  the  Department  be  required  to  post  free  standing  signs  informing  motorist  of  such 
rules'^  Should  the  Department  be  required  to  do  both  -  place  stickers  on  meters  and  post  free  standing  signs? 

Enforcement:  It  is  not  expected  that  this  proposal  will  require  additional  parking  enforcement  officers  as  existin 
officers  would  normally  be  patrolling  the  metered  area.  However,  it  is  unclear  as  to  whether  this  proposal  might 
result  in  the  need  for  additional  hearing  officers  as  more  ticketed  motorist  may  challenge  their  citations. 
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Options: 


1.  Approve  the  ordinance.  Approving  this  measure  could  result  in  improved  enforcement  of  parking  time  limits 
and  decrease  vandalism  of  parking  meters.  However,  the  proposal  could  also  result  in  subjecting  cars 
parking  within  the  same  parking  meter  area  to  different  time  limits 

2.  Approve  proposed  ordinance  upon  receiving  clarification  from  Department  of  Parking  and  Traffic  as  to  the 
manner  and  method  in  which  motorist  will  be  informed  of  rules  applying  to  broken  meters  in  each  given 
area.  The  proposed  ordinance  could  result  in  driver  confusion  as  to  which  parking  regulations  apply  to  the 
zone  in  which  they  are  parked.  The  committee  may  wish  to  ensure  that  the  Department  has  developed  an 
adequate  notification  plan  for  implementation  upon  the  effective  date  of  this  ordinance 

3.  Reject  the  proposal.  Rejecting  this  proposal  would  maintain  the  status  quo  Consequently,  motorists  would 
not  be  required  to  adjust  to  new  parking  regulations.  However,  motorists  would  continue  to  enjoy  a 
two-hour  period  in  which  to  monitor  their  vehicles  -  a  time  period  the  Department  believes  enhances  their 
ability  to  evade  time  limit  enforcement. 

Prepared  by;    Jon  L.  Ballesteros 


554-7787 


cc:  Board  of  Supervisors 
Harvey  Rose 
Steve  Kawa 


Clerk  of  the  Board 

Department  of  Parking  and  Traffic 
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Committee  Hearing:    Finance  -  March  4,  1998 

File  Number:  98-0110  -  Transient  Occupancy  (Hotel)  Tax  Exemption 

Origin:  Supervisor  Kaufman 


Summary  of  Requested  Action: 

The  proposed  ordinance  would  establish  new  rent  levels  for  hotel  rooms  that  qualify  for 
exemption  from  the  Transient  Occupancy  Tax  (Hotel  Tax).  The  ordinance  amends  the  San 
Francisco  Municipal  Code  Section  506  (  c)  by  increasing  the  threshold  for  exemption  in  the 
rental  rates  from  less  than  $20  a  day  to  less  than  $30  a  day  and  from  less  than  $85  to  less  than 
$100  week. 

Current  Law: 

San  Francisco  Municipal  Code  Part  III  Sections  502  through  508  establishes  a  transient 
occupancy  tax  and  surcharge  on  hotels  and  lodgings  and  contains  requirements  on  hotel 
operators  to  collect  the  tax  and  surcharge  from  guests  of  these  lodgings.  The  current  tax  rate 
is  8  %  and  the  surcharge  is  6  %  of  the  room  rate.  Certain  exemptions  exist  as  found  in 
Section  506  including  an  exemption  for  rooms  where  the  rent  is  less  than  at  the  rate  of  $20  a 
day  or  $85  a  week. 

Background: 

The  exemption  for  hotel  rooms  under  $20  day  or  $85  a  week,  was  established  by  the  Board  of 
Supervisors  in  1986.  Previously  the  exemption  was  set  at  $5  per  day.  The  ceiling  on  room 
rates  has  not  been  adjusted  since  1986.  The  Golden  Gate  Hotel  Association,  has  surv  eyed  90 
hotels  in  the  North  of  Market  Area  and  South  of  Market  Area  and  reports  the  following: 

1997  Rental  Rates    Dailv*  Weeklv 

North  of  Market      $33$  125 

South  of  Market      $27       $  95 

*only  21  hotels  were  surveyed  on  daily  rates  two  of  which  are  in  the  South  of  Market  Area 

The  Golden  Gate  Hotel  Association  requests  the  upward  adjustment  on  rents  qualifying  for 
exemption  to  reduce  the  administrative  burden  on  hotels  that  collect  the  tax  and  because  they 
believe  the  tenants  have  difficulty  paying  the  hotel  tax. 

Information  from  the  Treasurer  /  Tax  Collector  reported  that  in  1 996-97  the  hotel  tax 
exemption  was  claimed  by  53  hotels  up  from  44  in  1992-93.  The  Golden  Gate  Hotel 
Association  estimates  that  there  are  500  residential  hotels  in  San  Francisco. 

Policy  Issues: 
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Does  the  proposal  provide  economic  benefit  to  hotel  guests? 

The  survey  presented  by  the  Golden  Gate  Hotel  Association  indicates  that  average  room  rates 
now  surpass  the  exemption  limit.  The  average  weekly  room  rate  in  the  North  Market  Area  is 
reported  to  be  $125  while  in  the  South  Market  Area  it  is  $95.  A  resident  of  these  hotels  pays 
on  average  a  $13  to  $  17.50  dollar  tax  each  week,  bringing  the  total  room  cost  to  between 
$108  to  $142  per  week.  Guests  utilizing  hotels  with  weekly  rates  already  at  $85  or  more  or 
daily  rates  of  $20  or  more,  would  benefit  from  the  proposed  ordinance,  saving  up  to  $  1 4  per 
week  or  $4  day. 

What  is  the  economic  benefit  if  the  higher  exemption  increases  room  rates  at  hotels  currently 
claiming  exemption? 

Currently  53  hotels  claim  the  exemption.  It  is  unknown  how  many  of  the  currently  exempted 
hotels  will  increase  room  rates  once  the  exemption  amount  is  increased.  Guests  of  these 
hotels  might  see  room  rates  increase  by  up  to  $15  per  week  or  $  10  day. 

Options: 

1 .  Approve  the  proposed  ordinance.  Approving  this  ordinance  increasing  the  exemption 
level,  could  result  in  saving  hotel  guests  housed  in  hotels  with  room  rates  that  exceed 
the  exemption,  from  payment  of  the  Hotel  Tax  and  reduce  the  administrative  burden 
on  the  hotels  that  collect  the  tax  for  the  City.  The  Board  may  want  to  request  an  annual 
update  from  the  Treasurer/Tax  Collector  on  the  number  of  hotels  claiming  exemptions 
to  the  Hotel  Tax. 

2.  Amend  the  proposed  ordinance  decreasing  the  proposed  exemption  amounts  in  order 
to  induce  hotels  to  maintain  lower  rates,  particularly  in  the  hotels  that  currently  claim 
the  exemption. 

3.  Do  not  approve  the  proposed  ordinance.  This  would  maintain  the  current  law  and 
continue  the  mandate  on  guests  to  pay  the  14%  tax  for  a  hotel  room.  Rejecting  the 
ordinance  could  result  in  keeping  the  53  hotels  that  currently  claim  the  exemption  from 
raising  room  rates.  However  it  is  unknown  whether  the  exemption  currently  keeps 
room  rates  below  the  exemption  ceiling. 

Analysis  Prepared  by:  Gail  Feldman 
554-7788 
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CITY  AND  COUNTY  OF  SAJV  FRANCISCO 
BOARD  of  SUPERVISORS 


OFFICE  OF  THE  LEGISLATIV  E  AN  ALVS  I 
Gail  Feldman,  Chief  Legislative  Analyst 


^legislative  Analysis 


Committee  Hearing:  Rules  March  24, 1998 

File  Number:  98-0258  -  Committee  Meeting  Observer 

Origin:  Supervisor  Kaufman,  Teng,  Medina,  Brown 


MAR  2  3  1998 


Summarv  of  Requested  Action: 

The  proposed  ordinance  would  make  an  amendment  to  thejsunshine  Ordinance  which  regulates  public  meetings 
found  in  Chapter  67  of  the  Administrative  Code.  The  amendment  would  allow  non-committee  members  of  a 
poHcy  body  to  attend  a  committee  meeting  as  observers  without  converting  the  committee  meeting  into  a 
meeting  of  the  policy  body.  This  change  is  consistent  with  new  language  in  Government  Code  Section  54952.2 
(The  Brown  Act). 

Current  Law: 

The  existing  provisions  in  San  Francisco's  Sunshine  Ordinance  define  "meeting"  in  such  a  way  that  whenever  a 
majority  of  the  members  of  a  policy  body  attend  a  meeting  of  a  committee  of  the  policy  body,  whether  as 
members  of  the  committee  or  not,  the  committee  meeting  is  converted  into  a  meeting  of  the  policy  body  and 
must  be  noticed  as  such. 

The  State  law  regulating  public  meetings  and  records  of  local  agencies,  known  commonly  as  the  Brown  Act. 
was  amended  during  the  last  legislative  session  (SB  138  Kopp)  to  allow  a  majority  of  members  of  a  legislative 
body  to  attend  a  standing  committee  meeting  as  observers.  This  legislation  was  passed  by  the  State  Legislature 
and  became  effective  January  1,  1998. 


The  San  Francisco  Sunshine  Ordinance  regulating  public  meetings  and  public  records  was  adopted  in  1 993  and 
has  been  amended  seven  times  since.  The  ordinance  includes  provisions  found  in  State  law  as  well  as 
provisions  specific  to  the  procedures  in  San  Francisco  government.  The  ordinance  included  the  creation  of  a 
task  force  to  advise  the  Board  on  implementation  of  this  ordinance.  The  Sunshine  Ordinance  and  the  Bro\\  n  Act 
apply  to  all  policy  bodies  established  by  City  Charter,  the  Board  of  Supervisors  or  a  commission  or  board 
created  by  a  policy  body. 


Background: 
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Policy  Issues: 


Does  this  amendment  represent  a  substantial  change  to  current  Board  poHcy  regarding  open  meetings? 

There  now  exists  a  conflict  between  the  provisions  in  State  law  and  the  Sunshine  Ordinance  in  regard  to 
attendance  at  committee  meetings  in  which  a  majority  of  the  policy  body  attends.  The  language  in  the  proposed 
aniendment  was  included  in  legislation  supported  by  the  City  and  County  of  San  Francisco.    The  proposed 
amendment  does  not  appear  to  compromise  the  intent  or  purpose  of  the  Sunshine  Ordinance  or  "open 
government  principles"  because  it  makes  no  changes  in  how  deliberations  are  conducted.  Non-committee 
members  of  a  policy  body  will  only  be  able  to  observe  committee  meetings.  Policy  decisions  will  still  be  voted 
on  at  public  meetings.  The  proposed  change  allows  members  of  policy  bodies  to  have  the  same  access  to 
public  meetings  and  information  as  the  general  public. 

Review  of  amendments  by  the  Sunshine  Task  Force 

A  copy  of  the  proposed  amendment  was  included  in  the  agenda  packet  for  the  March  18,  1998  meeting  of  the 
Sunshine  Task  Force,  according  to  Robert  Planthold,  President  of  the  Task  Force.  The  item  was  not  discussed 
but  Mr.  Planthold  states  he  included  it  on  the  agenda  to  point  out  the  benefit  of  having  consistency  between  the 
State  law  and  the  local  ordinance.  There  is  no  requirement  that  the  Task  Force  review  Board  initiated 
amendments  to  the  Ordinance. 

Options: 

1 .  Approve  the  proposed  amendment  to  the  Sunshine  Ordinance  in  order  to  provide  conformity  to  State  law 
(The  Brown  Act)  regarding  attendance  at  committee  meetings.  In  order  to  eliminate  this  inconsistency 
between  State  and  local  law,  this  option  is  recommended. 

2.  Continue  this  item  until  after  the  next  meeting  of  the  Sunshine  Task  Force  to  allow  comment  on  this 
amendment.  The  task  force  has  been  silent  on  this  issue  and  according  to  it's  president,  there  is  not  any 
concern  among  the  members  regarding  this  proposal  or  SB  138.    While  continuance  is  an  option,  it  is  not 
strongly  recommended  as  it  will  probably  only  delay  implementation  of  the  ordinance. 


Analysis  Prepared  by:  Gail  Feldman 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
BOARD  of  SUPERVISORS 


LEGISLATIVE  ANALYSIS 


MAR  2  5  1998 


Committee  Hearing:  Health  Family  and  Environment  -  March  26,  1 998 
File  Number:  98-0336  -  Local  Implementation  of  CEDAW 

Origin:  Supervisors  Kaufinan  and  Teng 


Summary  of  Requested  Action: 

The  proposed  ordinance  (File  98-0336)  would  add  Chapter  12K  to  the  Municipal  Code 
setting  forth  the  local  implementation  of  the  United  Nations  Convention  on  the 
Elimination  of  All  Forms  of  Discrimination  Against  Women  (CEDAW).  It  would 
designate  the  Commission  on  the  Status  of  Women  as  the  implementing  and  monitonng 
agency;  establish  a  CEDAW  Task  Force  under  the  auspices  of  the  Commission;  require 
the  Commission  to  conduct  gender  analyses  of  a  limited  number  of  departments  to 
identify  areas  of  discrimination;  and  require  the  Commission  to  develop  an  Action  Plan 
for  consideration  by  the  Board  of  Supervisors  upon  completion  of  the  gender  analyses. 
The  ordinance  also  contains  certain  specific  responsibilities,  funding  priorities  and 
programs  which  address  discrimination,  including  violence,  against  women  and  girls. 

Current  Law: 

San  Francisco  Charter  Section  4.1 19  authorizes  the  Commission  on  the  Status  of  Women 
to  develop  and  recommend  policies  and  practices  for  the  City  and  County  to  reduce  the 
particular  impacts  on  women  and  girls  of  problems  such  as  domestic  violence,  sexual 
harassment,  employment  and  health  care  inequity,  and  homelessness.  The  Commission 
acts  as  an  advocate  on  behalf  of  women  and  girls. 

Municipal  Code  Chapter  33  authorizes  the  Commission  to  study  and  educate  City 
agencies  and  the  public  on  gender  discrimination;  make  recommendations  to  the  Board  of 
Supervisors,  Mayor,  and  other  City  agencies;  review  City  programs  and  budgets  and 
monitor  reports  of  discrimination;  fund  and  oversee  domestic  violence  programs;  and 
investigate  and  mediate  incidents  of  discrimination  at  the  request  of  a  party  and  within 
the  limitations  of  staff  time  and  resources. 

Several  local,  state  and  federal  agencies  have  authority  to  investigate  discrimination 
including,  but  not  limited  to,  the  San  Francisco  Human  Rights  Commission,  San 
Francisco  Human  Services  Commission,  the  State  Office  of  the  Attorney  General,  the 
U.S.  Equal  Opportunity  Commission,  and  the  U.S.  Department  of  Labor.  Existing  local, 
state  and  federal  laws  prohibit  discrimination  based  on  gender. 
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Background: 


History  of  CEP  AW 

The  United  Nations  General  Assembly  adopted  the  Convention  on  the  Elimination  of  All 
Forms  of  Discrimination  Against  Women  (CEDAW)  in  1979.  President  Carter  signed 
the  treaty  on  behalf  of  the  United  States  the  following  year.  However,  the  United  States 
Senate  has  not  yet  ratified  CEDAW.  As  an  international  treaty,  countries  that  ratify 
CEDAW  are  mandated  to  condemn  all  forms  of  discrimination  against  women  and  girls 
and  to  ensure  equality  in  the  civil,  political,  economic,  social  and  cultural  arenas. 

As  a  city  and  county,  San  Francisco  cannot  be  party  to  CEDAW.  However,  on 
November  10,  1997,  the  Board  of  Supervisors  adopted  a  resolution  (1021-97), 
subsequently  signed  by  the  Mayor,  supporting  local  implementation  of  the  underlying 
principles  of  CEDAW.  Sixteen  states,  counties  and  cities  in  the  United  States  have 
adopted  similar  resolutions.  The  proposed  ordinance  would  make  San  Francisco  the  first 
locality  in  the  United  States  to  give  local  implementation  of  CEDAW  the  force  of  law. 

CEDA  W  as  a  Policy  Framework 

According  to  Ms.  Patricia  Chang,  a  Commissioner  on  the  Commission  on  the  Status  of 
Women,  the  proposed  ordinance  would  use  the  principles  of  CEDAW  as  a  basic  policy 
fi-amework  to  guarantee  rights  and  eliminate  discrimination  against  women  in  San 
Francisco.  Ms.  Chang  reports  that  specific  measures  would  be  recommended  in  an 
Action  Plan  to  be  presented  to  the  Board  of  Supervisors  by  September  1 ,  1 999  following 
completion  of  limited  number  of  departmental  gender  analyses.  The  proposed  legislation 
is  the  result  of  a  public  process  that  included  hearings  held  by  the  Board  of  Supervisors 
and  the  Commission. 

Gender  Analysis  and  Action  Plan 

The  proposed  ordinance  would  require  creation  of  a  CEDAW  Task  Force  to  develop 
guidelines  for  gender  analyses  of  selected  departments.  The  purpose  of  the  gender 
analyses,  to  be  conducted  by  a  consultant  hired  by  the  Commission,  is  to  determine 
whether  a  department  is  implementing  the  provisions  of  CEDAW  and/or  discriminating 
against  women  or  girls  in  its  budget  allocation,  provision  of  services,  employment 
practices,  or  operations.  The  CEDAW  Task  Force  would  determine  the  criteria  for 
selecting  which  departments  would  be  subject  to  the  gender  analyses. 

Completion  of  the  gender  analyses  would  be  required  by  May  1,  1999.  Based  upon  the 
findings  in  the  gender  analyses,  the  CEDAW  Task  Force  would  submit  a  detailed  Action 
Plan  to  Board  of  Supervisors  and  to  the  Mayor  by  September  1,  1999.  The  Action  Plan 
would  include  specific  recommendations  for  addressing  the  deficiencies  found  in  the 
gender  analyses  and  for  implementing  the  principles  of  CEDAW  locally.  The  CEDAW 
Task  Force  would  submit  semi-annual  reports  on  the  implementation  of  CEDAW  until 
December  3 1 ,  2002,  after  which  the  Task  Force  would  expire  and  its  responsibilifies 
would  be  assumed  by  the  Commission. 
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Specific  City  Responsibilities.  Funding  Priorities  and  Programs 

Although  the  Commission  would  make  recommendations  in  a  public  Action  Plan  based 
upon  the  gender  analyses,  the  proposed  ordinances  includes  certain  specific  City 
responsibilities,  funding  priorities  and  programs  to  be  implemented  upon  adoption  of  this 
legislation.  Some  of  these  responsibilities,  priorities  and  programs  are  already  policy  in 
the  City,  while  others  are  new  or  under  the  jurisdiction  of  other  governmental  entities 
over  which  the  City  of  San  Francisco  does  not  have  authority.  Specific  examples  include: 

Existing  San  Francisco  Responsibilities,  Priorities  and  Programs 

•  Social  services  promoting  and  establishing  a  network  of  child  care  facilities  and 
family-friendly  policies  (Department  of  Human  Services); 

•  Protective  and  support  services  for  victims  of  violence  against  women  and  girls 
(Commission  on  the  Status  of  Women,  Department  of  Human  Services,  Police 
Department); 

•  Gender  sensitivity  training  of  City  employees  in  each  department  (Commission  on  the 
Status  of  Women,  Department  of  Human  Resources); 

•  Public  information  and  education  programs  to  change  traditional  attitudes  concerning 
the  roles  and  status  of  women  and  men  (Commission  on  the  Status  of  Women); 

•  Streamlining  protection  against  and  investigation  of  sexual  harassment  (Commission 
on  the  Status  of  Women,  Department  of  Human  Resources  -  public  employment  cases 
only); 

•  Paid  family  leave  (Department  of  Human  Resources  -  limited  to  available 
vacation/sick  time  for  public  employees);  and 

•  Peri-natal  care,  including  free  services  where  possible  (Department  of  Public  Health). 

Programs  and  Responsibilities  of  Other  or  Shared  Jurisdictions 

•  Regular  workplace  inspections  (San  Francisco  Building  Inspection  Department, 
Cahfomia  Occupational  Health  and  Safety  Administration,  U.S.  Occupational  Health 
and  Safety  Administration);  and 

•  Protection  from  violent  acts  in  the  workplace  and  enforcement  of  penalties 
(Commission  on  the  Status  of  Women,  San  Francisco  Department  of  Human 
Resources,  San  Francisco  Police  Department,  state  and  federal  law  enforcement 
agencies,  courts). 

New  San  Francisco  Responsibilities,  Priorities  and  Programs 

•  Paid  family  leave; 

•  Pubhc  education  and  other  means  to  urge  financial  institutions  to  facilitate  women's 
access  to  financial  resources; 

•  Rehabilitation  programs  for  perpetrators  of  violence  against  women  and  girls; 

•  Streamlining  protection  against  and  investigation  of  sexual  harassment  (private 
sector); 

•  Projects  to  help  prostitutes  who  have  been  subject  to  violence  and  to  prevent  such 
acts;  and 

•  Requirements  that  all  public  works  projects  include  measures  to  protect  the  safety  of 
women  and  girls; 
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The  proposed  ordinance  would  also  authorize  the  CEDAW  Task  Force  to  investigate, 
evaluate  and  make  recommendations  on  the  implementation  of  the  principles  of  CEDAW 
in  the  private  sector;  and  to  investigate,  evaluate  and  make  recommendations  on  the 
implementation  of  an  integrated  services  plan  for  women  and  girls. 

Policy  Issues: 

Will  the  proposed  ordinance  impose  new  responsibilities  on  the  City? 
By  passing  an  ordinance  rather  than  adopting  a  resolution,  the  Board  of  Supervisors 
would  mandate  that  all  City  departments,  agencies  and  commissions  abide  by  the 
principles  of  CEDAW  as  detailed  in  the  ordinance.  The  proposed  legislation  could 
impose  new  responsibilities  on  the  City  by  guaranteeing  certain  rights  and  mandating 
specific  programs.  In  addition  to  the  funding  priorities  and  programs  mentioned  above, 
language  in  the  proposed  ordinance  to  this  effect  includes: 

•  The  right  to  promotion,  job  security  and  all  benefits  and  conditions  of  service, 
regardless  of  parental  status,  particularly  encouraging  the  appointment  of  women  to 
decisionmaking  posts,  city  revenue  generating  and  managing  commissions  and 
departments,  and  judicial  positions; 

•  The  right  to  equal  remuneration,  including  benefits,  and  to  equal  pay  in  respect  to 
work  of  equal  value; 

•  The  right  to  protection  of  health  and  safety  in  working  conditions,  including 
supporting  efforts  not  to  purchase  sweatshop  goods,  regular  inspections  of  work 
premises,  and  protection  from  violent  acts  at  the  workplace;  and 

•  San  Francisco  shall  encourage,  and  where  possible,  fund  the  provisions  of  the 
necessary  supporting  social  services  to  enable  parents  to  combine  family  obligations 
with  work  responsibilities  and  participation  in  public  life. 

Additional  resources  may  be  required  to  fund  these  activities,  augment  oversight  by  the 
Commission,  and  facilitate  compliance  by  City  departments.  However,  because  gender- 
based  discrimination  is  already  illegal  and  the  CEDAW  principles  are  already  City 
policy,  it  is  unclear  if  the  proposed  ordinance  would  have  an  immediate  impact. 

Should  the  Committee  choose  to  implement  the  principles  of  CEDAW  without 
identifying  specific  responsibilities,  funding  priorities  and  programs  to  support 
implementation,  the  proposed  ordinance  could  be  amended  to  remove  such  references. 
These  items  could  be  considered  by  the  Board  of  Supervisors  and  Mayor  during  the 
budget  process,  through  separate  policy  resolutions,  or  upon  completion  of  the  gender 
analyses  and  the  submission  of  the  Task  Force's  Action  Plan. 

Will  the  proposed  ordinance  impose  additional  liability  on  the  City? 
According  to  Ms.  Amy  Ackerman  of  the  City  Attorney's  Office,  adoption  of  the  proposed 
ordinance  will  not  impose  additional  liability  on  the  City  because  gender-based 
discrimination  is  already  prohibited  by  local,  state  and  federal  law.  However,  Ms. 
Ackerman  reports  that  the  City  Attorney  has  prepared  standard  legislative  language 
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which  can  be  incorporated  into  the  proposed  ordinance  making  it  explicit  thai  the  City 
assumes  no  new  Uabihties  by  adopting  the  proposed  ordinance. 


Is  the  proposed  ordinance  necessary  to  implement  CEDA  W? 

Resolution  1021-97  made  local  implementation  of  CEDAW  the  policy  of  the  City  and 
County  of  San  Francisco.  Ms.  Ackerman  advises  that  the  proposed  ordinance  is  not 
necessary  to  estabhsh  the  CEDAW  Task  Force,  which  would  assist  the  Commission  in 
implementing  the  CEDAW  principles.  As  a  Commission  authorized  in  the  City  Charter, 
the  CEDAW  Task  Force  could  be  created  as  a  committee  of  the  Commission  without  an 
ordinance  or  resolution. 


1.  Approve  the  proposed  ordinance.  Approving  the  ordinance  would  make  the 
principles  embodied  in  CEDAW  official  City  law;  establish  a  CEDAW  Task  Force; 
authorize  the  Commission  on  the  Status  of  Women  to  conduct  gender  analyses  of 
select  City  and  County  departments;  and  create  specific  City  responsibilities,  funding 
priorities  and  programs  to  eliminate  discrimination  against  women  and  girls. 

2.  Amend  the  proposed  ordinance  to  remove  references  to  specific  City  responsibilities, 
funding  priorities  and  programs.  This  could  postpone  the  creation  of  new  funding 
priorities  and  programs  until  the  after  the  CEDAW  Task  Force  has  conducted 
departmental  gender  analyses  and  submitted  a  detailed  Action  Plan.  Amending  the 
proposed  ordinance  would  not  affect  adoption  of  CEDAW  principles  by  ordinance 
nor  would  it  affect  the  creation  of  the  CEDAW  Task  Force  or  completion  of  the 
gender  analyses  and  Action  Plan. 

3.  Do  not  approve  the  proposed  ordinance.  This  would  maintain  the  current  policy 
which  states  by  resolution  that  the  Board  of  Supervisors  supports  local 
implementation  of  the  underlying  principles  of  CEDAW.  In  addition,  the  CEDAW 
Task  Force  would  not  be  established  by  ordinance,  and  the  gender  analyses  and 
Action  Plan  would  not  be  mandated.  However,  this  would  not  prevent  the 
Commission  from  establishing  a  CEDAW  Task  Force  or  from  requesting  funding  for 
gender  analyses  in  their  budget. 


Prepared  by:    Billy  Blattner 
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LEGISLATIVE  ANALYSIS 


Committee  Hearing:  Health  Family  and  Environment  -  March  26,  1 99 
File  Number:  98-0337  -  Commission  on  the  Status  of  Women 

Origin:  Supervisors  Kaufman  and  Teng 


Summary  of  Requested  Action; 

The  proposed  ordinance  (File  98-0337)  would  amend  Chapter  33  of  the  San  Francisco 
Administrative  Code  to  delete  provisions  that  conflict  with  or  duplicate  language  in  the 
1996  San  Francisco  Charter  and  the  Ralph  M.  Brown  Act  of  State  law;  reorganize 
portions  of  the  code  to  group  common  functions  together;  authorize  the  Commission  on 
the  Status  of  Women  to  carry  out  the  provisions  of  the  companion  CEDAW  local 
implementation  ordinance  (File  98-0336);  and  authorize  the  Commission  to  develop  an 
integrated  services  plan  for  women  and  girls.  The  proposed  ordinance  would  also  change 
current  law  to  require  departments  to  make  quarterly  reports,  rather  than  monthly  reports, 
on  gender  discrimination  to  the  Commission  and  would  require  the  City  Attorney  and  the 
Human  Resources  Department  to  provide  more  information  to  the  Commission  on  gender 
discrimination  cases. 

Current  Law: 

San  Francisco  Charter  Section  4.1 19  authorizes  the  Commission  on  the  Status  of  Women 
to  develop  and  recommend  policies  and  practices  for  the  City  and  County  to  reduce  the 
particular  impacts  on  Women  and  girls  of  problems  such  as  domestic  violence,  sexual 
harassment,  employment  and  health  care  inequity,  and  homelessness.  The  Commission 
acts  as  an  advocate  on  behalf  of  women  and  girls. 

Municipal  Code  Chapter  33  authorizes  the  Commission  to  study  and  educate  City 
agencies  and  the  pubhc  on  gender  discrimination;  make  recommendations  to  the  Board  of 
Supervisors,  Mayor,  and  other  City  agencies;  review  City  programs  and  budgets;  monitor 
reports  of  discrimination;  fund  and  oversee  domestic  violence  programs;  and  investigate 
and  mediate  incidents  of  discrimination  at  the  request  of  a  party  and  within  the  limitations 
of  staff  time  and  resources. 

Background: 

Violence  Against  Women 

The  responsibilities  of  the  Commission  on  the  Status  of  Women  include  monitoring  and 
funding  programs  to  combat  domestic  violence.  The  proposed  ordinance  would  replace 
language  specifying  "domestic  violence"  with  "violence  against  women."  According  to 
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Commissioner  Patricia  Chang  of  the  Commission  on  the  Status  of  Women,  the  change 
reflects  the  broader  concerns  of  women  and  would  enable  the  Commission  to  better 
engage  in  violence  prevention  inside  the  home,  at  the  workplace,  and  in  the  community  as 
a  whole. 

Technical  Corrections  and  Public  Access  Provisions 

The  ordinance  creating  the  Commission  on  the  Status  of  Women  was  adopted  by  the 
Board  of  Supervisors  in  1975  and  amended  several  times  prior  to  1994,  at  which  time  the 
Charter  was  amended  to  include  the  Commission.  The  Commission  was  again  authorized 
in  the  revised  Charter  of  1996.  Language  in  Chapter  33  of  the  Administrative  Code 
duplicates,  and  in  some  instances  conflicts  with,  the  Charter  and  the  Brovm  Act. 

According  to  Ms.  Amy  Ackerman  of  the  City  Attorney's  Office,  the  proposed  ordinance 
contains  technical  changes  that  will  delete  language  in  the  code  that  conflicts  with  or 
duplicates  provisions  in  the  Charter  and  State  law.  Ms.  Ackerman  states  that  these 
changes  do  not  affect  the  public's  access  to  Commission  proceedings,  documents  or 
decisions.  Like  other  commissions  established  in  the  Charter,  the  Commission  on  the 
Status  of  Women  must  abide  by  rules  governing  Charter  commissions  such  the  Sunshine 
Ordinance  and  the  Brown  Act. 

New  Commission  Responsibilities 

The  proposed  ordinance  would  amend  Administrative  Code  Section  33.4,  Powers  and 
Duties,  to  explicitly  authorize  the  Commission  to  analyze  the  composition  of  boards  and 
commissions  by  gender  and  advise  City  policy  makers  on  findings;  study  and  make 
recommendations  to  the  Board  of  Supervisors,  Mayor  and  City  departments  on  the 
implementation  of  programs  that  promote  the  economic  development  of  women, 
including  employment  and  compensation  of  women  in  the  City  and  the  private  sector; 
monitor  reports  of  employment  discrimination  against  women  and  make 
recommendations  to  the  Department  of  Human  Resources  and  other  City  departments, 
agencies,  boards  and  commissions  concerning  the  handling  of  such  complaints;  and  assist 
in  the  preparation  of  training  materials  with  respect  to  the  economic  development  of  and 
employment  discrimination  against  women. 

The  proposed  ordinance  would  give  the  Commission  the  responsibility  of  carrying  out  the 
provisions  of  Charter  Section  12K  implementing  locally  the  principles  of  the  United 
Nations  Convention  on  the  Elimination  of  All  Forms  of  Discrimination  Against  Women 
(CEDAW).  Section  12K  will  be  added  to  the  Charter  should  the  Board  of  Supervisors 
approve  the  proposed  companion  ordinance  to  this  legislation.  File  98-0336. 

This  legislation  would  also  give  the  Commission  the  responsibility  of  coordinating  City 
departments,  policy  bodies  and  community  groups  to  develop  an  integrated  services  plan 
for  women  and  girls. 

Modified  Reporting  Requirements 

All  City  agencies,  departments,  boards  and  commissions  are  currently  required  to  make 
monthly  reports  to  the  Commission  regarding  employment  discrimination  against 
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women.  The  proposed  ordinance  would  make  reports  due  quarterly,  rather  than  monthly. 
According  to  Ms.  Anne  Lehman  of  the  Commission  on  the  Status  of  Women,  many 
departments  do  not  meet  the  monthly  reporting  requirements.  According  to  Ms.  Lehman, 
the  proposed  ordinance  should  increase  compliance  with  reporting  requirements  by 
reducing  the  frequency  of  reports. 

The  proposed  ordinance  also  includes  provisions  that  would  require  the  Human 
Resources  Department  and  City  Attorney  to  provide  more  detailed  information  on 
discrimination  complaints  and  cases,  including  the  use  of  individual  case  identifiers,  that 
would  improve  case  monitoring  and  reporting.  Ms.  Ackerman  of  the  City  Attorney's 
Office  advises  that  the  proposed  changes  would  not  compromise  the  confidentiality  of 
litigants. 

Policy  Issues: 

Does  the  proposed  ordinance  significantly  change  the  Commissions  responsibilities? 
The  proposed  ordinance  would  enhance  the  Commissions  ability  to  work  with  City 
departments  and  the  private  sector  to  eliminate  discrimination  against  women  and  girls, 
but  would  not  significantly  expand  the  Commission's  authority. 

If  the  proposed  ordinance  is  adopted,  the  most  significant  changes  to  the  Commission's 
responsibilities  would  be  making  the  Commission  the  implementing  agency  for  CEDA W 
and  authorizing  the  Commission  to  coordinate  and  develop  an  integrated  services  plan  for 
women  and  girls.  Furthermore,  by  modifying  the  Commission's  funding  priorities  to 
read  "violence  against  women"  rather  than  "domestic  violence"  and  explicitly  authorizing 
the  Commission  to  analyze  the  composition  of  boards  and  commissions,  the  proposed 
ordinance  would  strengthen  the  Commissions  advocacy  role. 

According  to  Ms.  Ackerman  of  the  City  Attorney's  Office,  the  Commission  has  imphcii 
authority  to  analyze  the  composition  of  boards  and  commissions  under  current  law.  The 
proposed  ordinance  would  insert  language  into  the  Administrative  Code  making  explicit 
that  authority. 

What  is  the  scope  of  the  integrated  services  plan? 

According  to  Ms.  Sonia  Melara  of  the  Commission,  the  provision  requiring  the 
Commission  to  coordinate  and  develop  an  integrated  services  plan  was  the  outgrowth  of 
consultations  with  Supervisors  and  an  assessment  of  women's  serv  ices  at  the  Department 
of  PubHc  Health  that  is  already  underway.  Ms.  Melara  reports  that  the  integrated  ser\'ices 
plan  would  inventory  City  and  community  resources  for  women  and  girls  and  lead  to  the 
establishment  of  an  integrated  services  council  to  coordinate  serv  ices  and  provide 
information  to  the  public  about  how  to  access  those  services. 
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Options: 


1 .  Approve  the  proposed  ordinance.  This  would  make  technical  changes  to  delete 
duplicative  provisions;  expand  the  type  of  programs  funded  and  monitored  to  address 
violence  against  women;  enhance  the  Commission's  ability  to  monitor,  investigate 
and  report  on  gender  discrimination;  and  give  the  Commission  authority  to  implement 
locally  the  principles  of  CEDAW  and  to  develop  an  integrated  services  plan  for 
women  and  girls.  Approving  the  proposed  ordinance  would  also  make  departmental 
reports  to  the  Commission  due  quarterly,  rather  than  monthly  and  enable  the 
Commission  to  gather  more  detailed  information  on  discrimination  complaints  and 
cases  in  San  Francisco. 

2.  Do  not  approve  the  proposed  ordinance.  This  would  maintain  current  law,  including 
language  that  duplicates  or  conflicts  with  the  Charter  and  State  law.  This  would  not 
change  or  enhance  the  Commission's  current  authority  to  advocate  on  behalf  of 
women  and  girls;  give  the  Commission  the  responsibility  of  developing  an  integrated 
services  plan;  nor  make  the  Commission  the  local  CEDAW  implementing  agency. 

3.  Make  the  specified  technical  corrections  and  reporting  changes  but  modify  the 
proposed  ordinance  to  postpone  new  responsibilities  until  additional  information  is 
provided  on  how  CEDAW  will  be  implemented  locally  and  the  scope  of  the 
integrated  services  plan. 

Prepared  by:    Billy  Blattner 
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Summary  of  Requested  Action: 

The  proposed  ordinance  (File  98-0337)  would  amend  Chapter  33  of  the  San  Francisco  Administrative 
Code  to  delete  provisions  that  conflict  with  or  duplicate  language  in  the  1996  San  Francisco  Charter  and 
the  Ralph  M.  Brown  Act  of  State  law;  reorganize  portions  of  the  code  to  group  common  functions 
together;  authorize  the  Commission  on  the  Status  of  Women  to  carry  out  the  provisions  of  the 
companion  CEDAW  local  implementation  ordinance  (File  98-0336);  and  authorize  the  Commission  to 
develop  an  integrated  services  plan  for  women  and  girls.  The  proposed  ordinance  would  also  change 
current  law  to  require  departments  to  make  quarterly  reports,  rather  than  monthly  reports,  on  gender 
discrimination  to  the  Commission  and  would  require  the  City  Attorney  and  the  Human  Resources 
Department  to  provide  more  information  to  the  Commission  on  gender  discrimination  cases. 

Current  Law: 

San  Francisco  Charter  Section  4. 119  authorizes  the  Commission  on  the  Status  of  Women  to  dev  elop  and 
recommend  policies  and  practices  for  the  City  and  County  to  reduce  the  particular  impacts  on  women 
and  girls  of  problems  such  as  domestic  violence,  sexual  harassment,  employment  and  health  care 
inequity,  and  homelessness.  The  Commission  acts  as  an  advocate  on  behalf  of  women  and  girls 

Municipal  Code  Chapter  33  authorizes  the  Commission  to  study  and  educate  City  agencies  and  the 
public  on  gender  discrimination;  make  recommendations  to  the  Board  of  Supervisors,  Mayor,  and  other 
City  agencies;  review  City  programs  and  budgets;  monitor  reports  of  discrimination;  fund  and  o\  ersee 
domestic  violence  programs;  and  investigate  and  mediate  incidents  of  discrimination  at  the  request  of  a 
party  and  within  the  limitations  of  staff  time  and  resources. 

Background: 

Violence  Asainst  Women 

The  responsibilities  of  the  Commission  on  the  Status  of  Women  include  monitoring  and  funding 
programs  to  combat  domestic  violence.  The  proposed  ordinance  would  replace  language  specifymg 
"domestic  violence"  with  "violence  against  women."  According  to  Commissioner  Patricia  Chang  of  the 
Commission  on  the  Status  of  Women,  the  change  reflects  the  broader  concerns  of  women  and  would 
enable  the  Commission  to  better  engage  in  violence  prevention  inside  the  home,  at  the  workplace,  and  in 
the  community  as  a  whole. 

Technical  Corrections  and  Public  Access  Provisions 

The  ordinance  creating  the  Commission  on  the  Status  of  Women  was  adopted  by  the  Board  of 
Supervisors  in  1975  and  amended  several  times  prior  to  1994,  at  which  time  the  Charter  was  amended  to 
include  the  Commission.  The  Commission  was  again  authorized  in  the  revised  Charter  of  1996. 
Language  in  Chapter  33  of  the  Administrative  Code  duplicates,  and  in  some  instances  conflicts  with,  the 
Charter  and  the  Brown  Act. 

According  to  Ms.  Amy  Ackerman  of  the  City  Attorney's  Office,  the  proposed  ordinance  contains 
technical  changes  that  will  delete  language  in  the  code  that  conflicts  with  or  duplicates  provisions  in  the 
Charter  and  State  law.  Ms.  Ackerman  states  that  these  changes  do  not  affect  the  public's  access  to 
Commission  proceedings,  documents  or  decisions.  Like  other  commissions  established  in  the  Charter, 
the  Commission  on  the  Status  of  Women  must  abide  by  rules  governing  Charter  commissions  such  the 
Sunshine  Ordinance  and  the  Brown  Act. 
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New  Commission  Responsibilities 

The  proposed  ordinance  would  amend  Administrative  Code  Section  33.4,  Powers  and  Duties,  to 
explicitly  authorize  the  Commission  to  analyze  the  composition  of  boards  and  commissions  by  gender 
and  advise  City  poHcy  makers  on  findings;  study  and  make  recommendations  to  the  Board  of 
Supervisors,  Mayor  and  City  departments  on  the  implementation  of  programs  that  promote  the 
economic  development  of  women,  including  employment  and  compensation  of  women  in  the  City  and 
the  private  sector;  monitor  reports  of  employment  discrimination  against  women  and  make 
recommendations  to  the  Department  of  Human  Resources  and  other  City  departments,  agencies,  boards 
and  commissions  concerning  the  handling  of  such  complaints;  and  assist  in  the  preparation  of  training 
materials  with  respect  to  the  economic  development  of  and  employment  discrimination  against  women 

The  proposed  ordinance  would  give  the  Commission  the  responsibility  of  carrying  out  the  provisions  of 
Charter  Section  12K  implementing  locally  the  principles  of  the  United  Nations  Convention  on  the 
Elimination  of  All  Forms  of  Discrimination  Against  Women  (CEDAW).  Section  12K  will  be  added  to 
the  Charter  should  the  Board  of  Supervisors  approve  the  proposed  companion  ordinance  to  this 
legislation,  File  98-0336. 

This  legislation  would  also  give  the  Commission  the  responsibility  of  coordinating  City  departments, 
policy  bodies  and  community  groups  to  develop  an  integrated  services  plan  for  women  and  girls. 

Modified  Reporting  Requirements 

All  City  agencies,  departments,  boards  and  commissions  are  currently  required  to  make  monthly  reports 
to  the  Commission  regarding  employment  discrimination  against  women.  The  proposed  ordinance 
would  make  reports  due  quarterly,  rather  than  monthly.  According  to  Ms.  Anne  Lehman  of  the 
Commission  on  the  Status  of  Women,  many  departments  do  not  meet  the  monthly  reporting 
requirements.  According  to  Ms.  Lehman,  the  proposed  ordinance  should  increase  compliance  with 
reporting  requirements  by  reducing  the  frequency  of  reports. 

The  proposed  ordinance  also  includes  provisions  that  would  require  the  Human  Resources  Department 
and  City  Attorney  to  provide  more  detailed  information  on  discrimination  complaints  and  cases, 
including  the  use  of  individual  case  identifiers,  that  would  improve  case  monitoring  and  reporting.  Ms. 
Ackerman  of  the  City  Attorney's  Office  advises  that  the  proposed  changes  would  not  compromise  the 
confidentiality  of  litigants. 

Policy  Issues: 

Does  the  proposed  ordinance  significantly  change  the  Commissions  responsibilities? 

The  proposed  ordinance  would  enhance  the  Commissions  ability  to  work  with  City  departments  and  the 
private  sector  to  eliminate  discrimination  against  women  and  girls,  but  would  not  significantly  expand 
the  Commission's  authority. 

If  the  proposed  ordinance  is  adopted,  the  most  significant  changes  to  the  Commission's  responsibilities 
would  be  making  the  Commission  the  implementing  agency  for  CEDAW  and  authorizing  the 
Commission  to  coordinate  and  develop  an  integrated  services  plan  for  women  and  girls.  Furthermore, 
by  modifying  the  Commission's  funding  priorities  to  read  "violence  against  women"  rather  than 
"domestic  violence"  and  explicitly  authorizing  the  Commission  to  analyze  the  composition  of  boards 
and  commissions,  the  proposed  ordinance  would  strengthen  the  Commissions  advocacy  role. 

According  to  Ms.  Ackerman  of  the  City  Attorney's  Office,  the  Commission  has  implicit  authority  to 
analyze  the  composition  of  boards  and  commissions  under  current  law.  The  proposed  ordinance  would 
insert  language  into  the  Administrative  Code  making  explicit  that  authority. 

What  is  the  scope  of  the  integrated  services  plan? 
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According  to  Ms.  Sonia  Melara  of  the  Commission,  the  provision  requiring  the  Commission  to 
coordinate  and  develop  an  integrated  services  plan  was  the  outgrowth  of  consuhations  with  Superv  isors 
and  an  assessment  of  women's  services  at  the  Department  of  PubHc  Heahh  that  is  already  underway 
Ms.  Melara  reports  that  the  integrated  services  plan  would  inventory  City  and  community  resources  for 
women  and  girls  and  lead  to  the  establishment  of  an  integrated  services  council  to  coordinate  services 
and  provide  information  to  the  public  about  how  to  access  those  services. 


1.  Approve  the  proposed  ordinance.  This  would  make  technical  changes  to  delete  duplicative 
provisions;  expand  the  type  of  programs  funded  and  monitored  to  address  violence  against 
women;  enhance  the  Commission's  ability  to  monitor,  investigate  and  report  on  gender 
discrimination;  and  give  the  Commission  authority  to  implement  locally  the  principles  of 
CEDAW  and  to  develop  an  integrated  services  plan  for  women  and  girls.  Approving  the  proposed 
ordinance  would  also  make  departmental  reports  to  the  Commission  due  quarterly,  rather  than 
monthly  and  enable  the  Commission  to  gather  more  detailed  information  on  discrimination 
complaints  and  cases  in  San  Francisco. 

2.  Do  not  approve  the  proposed  ordinance.  This  would  maintain  current  law,  including  language  that 
duplicates  or  conflicts  with  the  Charter  and  State  law.  This  would  not  change  or  enhance  the 
Commission's  current  authority  to  advocate  on  behalf  of  women  and  girls;  give  the  Commission 
the  responsibility  of  developing  an  integrated  services  plan;  nor  make  the  Commission  the  local 
CEDAW  implementing  agency. 

3.  Make  the  specified  technical  cortections  and  reporting  changes  but  modify  the  proposed 
ordinance  to  postpone  new  responsibilities  until  additional  information  is  provided  on  how 
CEDAW  will  be  implemented  locally  and  the  scope  of  the  integrated  ser/ices  plan. 

Prepared  by:    Billy  Blattner 


Options: 


554-7784 


cc:    Board  of  Supervisors 
Harvey  Rose 
Steve  Kawa 


Clerk  of  the  Board 
Commission  on  the  Status  of  Women 
City  Attorney 
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To:      Members  of  the  Finance  Committee 
From:  Gail  Feldman,  Chief  Legislative  Analyst 
Date:  March  3 1,1998 

Re:     File  98-0366  -  Lease  of  property  without  competitive  bidding  (Recreation  and  Park  Department) 


SAN  FRA^'c;-:;  J 


At  the  request  of  Committee  Chair,  Supervisor  Teng  I  am  providing  a  brief  review  of  the  proposed  lease 
agreement  between  the  Recreation  and  Park  Department  and  the  Mission  Economic  Development  Association 
to  establish  and  operate  a  cafe  within  Mission  Dolores  Park. 

PROJECT  BACKGROUND 

The  purpose  of  estabHshing  a  cafe  in  the  park  is  to  change  the  mix  of  park  users  in  an  effort  to  reduce  crime 
such  as  drug  dealing.  In  addition  the  lessee  will  maintain  facilities  including  the  bathrooms  which  w  ill  be 
accessible  by  all  park  users.  According  to  Raquel  Medina,  Executive  Director  of  the  Mission  Economic 
Development  Association  (MEDA),  a  similar  project  in  New  York  City's  Bryant  Park  assisted  in  displacing 
drug  dealers.  MEDA  believes  that  improvements  in  Dolores  Park  would  have  beneficial  impacts  to  the 
surrounding  area  and  neighborhoods. 

MEDA  will  lease  and  make  improvements  to  the  park  building  which  currently  does  not  house  a  cafe.  The 
building  improvements  are  funded  in  part  by  re-allocated  Federal  Urban  Development  Action  Grant  (L'D.'XG) 
funds  fi-om  the  Mayor's  Office  of  Community  Development.   These  funds  were  originally  requested  for 
purchase  of  the  Mission  Armory  but  have  now  been  designated  for  economic  development  in  the  Mission 
District.  Cafe  operations  will  be  sub-leased  through  a  Request  For  Proposals  process  and  open  to  individuals 
and  businesses. 

The  report  prepared  by  the  Budget  Analyst  describes  the  financial  terms  of  the  lease  agreement  with  the  Mission 
Economic  Development  Association. 

PROCESS  FOR  LEASING  CITY  PROPERTY 

The  Recreation  and  Parks  Department  has  entered  into  many  lease  agreements  with  non-profit  agencies  to 
provide  services  in  their  facilities  and  parks  (as  checked  on  list  attached).  According  to  Ernie  Prindle,  Finance 
Director  there  are  no  pohcies  established  by  the  Recreation  and  Park  Commission  on  selecting  contractors  or 
lessees,  but  the  practice  has  been  to  lease  to  non-profits  without  competitive  bid  or  advertisement. 

The  City  Charter  Section  4.1 13  recognizes  the  Recreation  and  Park  Commission's  authoritv'  to  lease  property 
but  prohibits  park  land  fi"om  being  leased  for  non-recreational  purposes.  There  are  several  concessionaires 
providing  food  services  on  department  properties. 
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There  is  no  requirement  to  bid  out  leases  of  City  property.  Administrative  Code  Section  23.24  recommends  that 
leases  that  are  expected  to  produce  more  than  $1,500  per  month  be  competitively  bid.  The  ordinance  adopting 
this  language  was  approved  in  1986  and  has  not  been  adjusted  to  reflect  current  market  value  of  propert\  in  the 
City. 


FAIR  MARKET  RENTAL  VALUE 

While  there  are  no  specific  requirements  for  leases  to  be  set  at  fair  market  value,  the  practice  of  the  Department 
of  Real  Estate  is  to  determine  the  fair  market  value  of  the  property.  According  the  Budget  Analyst's  report  this 
has  been  done  for  the  Cafe  project,  the  DRE  estimated  a  fair  market  value  of  $1,500  month. 
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Lease  List 


Lessee  name 


Lease  name 


Arnold  Palmer  Golf  Management  LLC 
Arnold  Palmer  Golf  Management  LLC 
v^auer-Cusack  &  Cusack,  Inc. 
Beach  Chalet  Brewery  &  Restaurant 
Ben  and  Shizuko  Yamane 
Ben  Tsutomo  Yamane  and  Shizuko  Yam 
Cara  Bloom 

Chor  Oong  Lee  &  Kyong  P.  Lee  dba  Bo 
Cit>'  Park 

City  Parking  Company 
(Cornelius  O'Neil 
^ Dolphin  Swimming  and  Boating  Club,  1 
\|  Erik  deLambcrt,  dba  San  Francisco  Golf 

Fred  Lo  dba  Fashion  House  Inc. 
Frederick  Lo  d.b.a.  Fashion  House  Inc. 
Gas  House  Cove  Marina 
^  Glenridge  Cooperative  Nursery  School 
^/^olden  Gate  Community,  Inc. 
Golden  Gate  Park  Stables,  Inc. 
\    V^Golden  Gate  Yacht  Club 
Greg  Wood 
^/Haight  Ashbury  Cooperative  Nursery  Sc 
^  ^      V/Haight- Ashbury  Neighborhood  Council 
James  Malizia 

James  W.  Thigpen  dba  Thigpen  Ltd.,  Inc 
Jay  Barnes  dba  Mather  Saddle  and  Pack 
Joan  Lantz 


Justin  Herman  Pla^'.a 

Lincoln  Park  Golf  Course  Assignment 

Harding  Park  /  Fleming  Golf  Courses  Assig 

Rainbow  Montessori  Nursery  School  (McCo 

Beach  Chalet  Brewery  &  Restaurant 

Golden  Gate  Park  Carrousel  Ticket  Office  a 

Harding  Park  Restaurant 

Golf  Photography  (Cara  Bloorn) 

Lake  Merced  Boathouse  Restaurant 

Parking  Lot  6  Parcel  #4977,  Adjacent  to  3C 

Kezar  Parking  Lot 

Caretaker  at  Golden  Gate  Park  South  Wind 

Dolphin  Swimming  and  Rowing  Club 

McLaren  Park  Golf  Course 

Coit  Tower 

Japajiesc  Tea  Garden 

Gas  House  Cove  Marina 

Glenridge  Cooperative  Nurseiy  School  -  The 

Beach  Chalet  City  Store 

Golden  Gate  Park  Stables 

Golden  Gate  Yacht  Club 

Caretaker  at  Stern  Grove 

Haight  Ashbury  Cooperative  Nurserv  School 

Haighl-Ashbury  Neighborhood  Council  Rec  -  ^'^'-^'^^'^■yv^ 

Caretaker  at  McLaren  Park  CMy^ 

Golden  Gate  Park  Golf  Course 

Vtalhcr  Saddle  Horse  Concession 

Sharp  Park  Golf  Pro  Shop  &  Restaurant 


Tuesday,  March  31.  1998 


Page  1  of2 


FROM  :   SF  RECREATION  a  PARK  DEPT.  PHONE  m.    :  415  S31     2099  Mar.    31  1998  08:43An  P2 


I^essee  name 


^'^\/ Pacific  Rod  &  Gun  Club 
(  ^f.  1/^alace  of  Fine  Arts,  Inc. 
r.  *^alace  of  Fine  Arts,  Inc. 


Lease  name 


Pon  &  Horn 
Rhythm  &  Motion  Inc. 
ocky  Mountain  Participation  Nursery  S 
\  yk/dnt  Francis  Yacht  Club 


^an  Francisco  Arboretum  Society 


V  San  Francisco  Archers,  Inc. 

San  Francisco  Baseball  Associates 
San  Francisco  City  and  Community  Coll 
San  Francisco  Croquet  Club 
San  Francisco  Forty  Niners 
\/ Francisco  Lawn  Bowlers  Club 
\/  San  Francisco  Model  Yacht  Club 
j/  San  Francisco  Zoological  Society 

Stiny  Corporation  of  America 
v/    South  End  Rowing  Club 
Stow  Lake  Corporation 
Sti^iwberry  Music,  Inc. 
-  10^      \/  Theatre  Day  Area 
^"5^    Timothy  Lillyquist 

Urban  Park  Concessionaires 


Pacific  Rod  &  Gun  Cluh     -    UUce.  M-a-rcoJ^ 

Exploratorium  at  the  Palace  of  Fine  .'^rts 

Theatre  at  the  Palace  of  Fine  Arts 

Golden  Gate  Park  Music  Concourse  fSnack 

Rhytiim  &  Motion 

Rocky  Mountain  Participation  Nursery  Scho 

Saint  Francis  Yacht  Club  (Agreement  of  Ass 

San  Francisco  Arboretum  Society       f^^U    CoaJ^  ^ -fi^K^/C 

San  Francisco  Archers  (at  Sharp  Park) 

San  Francisco  Giants  (at  3COM  Park) 

I-aurel  Hill  Playground  Clubhouse 

San  Francisco  Croquet  Club 

San  Francisco  Forty  Niners  (at  3COM  Park) 

San  Francisco  Lawn  Bowlers  Club 

San  Francisco  Model  Yacht  Club 

San  Francisco  Zoological  Society  Managem 

3COM  Scoreboard 

South  Hnd  Rowing  Club 

Stow  Lake  Boathousc 

Strawberry  Music  Festival  and  Camp  Store 

Theatre  Day  Area  (Ticket  Kiosk  at  Union  Sq 

Caretaker  at  Coit  Tower 

Lake  Merced  Boating  &  Fishing 
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File  Number:  98-0536  -  Children's  Trust  Fund 
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LEGISLATIVE  ANALYSIS 


Govt  Information  Ctr 

41  Main  Library-Civic  Center 

TOO  Larkin  Street 

Mailslot 


DOCUMENTS  DEPT. 

APR  0  6  1998 


Summary  of  Requested  Action: 


PUBLIC  UBRARV 


The  proposed  resolution  (File  98-0536)  would  urge  the  City  and  the  Department  of  Public  Health 
(DPH)  Mental  Health  Division  to  create  a  Children's  Trust  Fund  into  which  would  be  placed 
previously  appropriated  but  unexpended  funds  for  children's  mental  health  serv  ices  which  were 
saved  as  a  result  of  lower  utilization  of  high-end  services.  The  resolution  would  also  urge  the 
City  and  DPH  to  expend  such  funds  to  increase  children's  mental  health  resources  for  prevention 
and  early  intervention  programs. 

Current  Law: 

Under  Section  3.18  of  the  Administrative  Code,  the  controller,  upon  request  of  the  Mayor,  other 
officials,  boards  or  commissions,  may  transfer  some  or  all  of  any  previously  appropriated  unused 
funds  to  augment  existing  appropriations  as  long  as  the  transfer  is  within  the  same  fund  and 
governmental  unit.  Unused  and  unencumbered  funds  at  the  end  of  the  fiscal  year  are  returned  to 
the  City's  Cash  Reserve  Fund  or  are  held  in  surplus  by  the  City,  as  specified  in  Section  9. 1 1 3  of 
the  City  Charter. 

In  addition  to  departmental  budget  requests  and  supplemental  appropriations,  City  departments 
may  submit  a  request  to  the  Mayor  for  appropriations  from  the  City's  Savings  Incentive  Account. 
The  Savings  Incentive  Account,  established  in  Section  3.17  of  the  Administrative  Code  with 
annually  appropriated  funds,  makes  additional  revenue  available  to  departments  for  the  purpose 
of  making  operations  more  efficient.  The  Mayor,  after  consulting  with  the  Controller,  may 
recommend  to  the  Board  of  Supervisors  that  it  approve  a  department's  request  for  an 
appropriation  from  the  Savings  Incentive  Account. 

One-hundred-nineteen  (119)  specific  "special  fund"  accounts,  established  by  ordinance  in 
subsections  of  Section  10.1 17  of  the  Administrative  Code,  dedicate  funds  for  specifically  defined 
activities.  In  most  cases,  special  funds  are  established  to  receive  gifts,  grants  or  fees.  However, 
in  some  cases,  certain  special  funds  receive  appropriations  from  the  Board  of  Superv  isors. 
Unobligated  special  fund  monies  may  be  carried  over  into  the  following  fiscal  year. 

Background: 

By  urging  the  City  and  DPH  to  create  a  Children's  Trust  Fund,  the  proposed  resolution  would 
declare  the  intent  of  the  Board  of  Supervisors  to  create  an  exemption  for  children's  mental  health 
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services  to  the  current  City  policy  of  returning  unexpended  funds  to  the  general  fund  at  the  end 
of  the  fiscal  year. 

According  to  Ms.  Sai-Ling  Chan-Sew  of  the  Mental  Health  Division,  the  legislation  is  the  result 
of  a  hearing  before  the  Health,  Family  and  Environment  Committee  and  discussions  with  a  fiscal 
strategy  committee  made  up  of  children's  mental  health  professionals  and  advocates.  Ms.  Chan- 
Sew  reports  that  demonstrable  savings  from  lower  utilization  of  high-end  services  may  be 
reahzed  by  the  Mental  Health  Division's  plan  to  find  alternative  services  for  children  receiving 
in-patient  treatment  at  state  hospitals.  This  may  result  in  the  elimination  of  six  beds  at  a  savings 
of  roughly  $300  per  bed  per  day,  or  $657,000  per  year.  Ms.  Chan-Sew  reports  that  this  amount 
could  be  reinvested  in  preventative  care  which  would  help  children  before  problems  become 
acute  and  reduce  the  need  for  more  intensive  treatments. 

Policy  Issues: 

Does  the  proposed  resolution  change  current  budget  policies? 

Although  this  legislation  urges,  but  does  not  require,  the  City  to  establish  a  Children's  Trust 
Fund,  it  would  state  the  Board  of  Supervisors  intent  to  change  the  City's  budgeting  policies  for 
funding  children's  mental  health  services.  It  would  also  affect  the  ability  of  DPH  to  reallocate 
resources. 

Can  the  City  establish  a  Children 's  Trust  Fund  for  mental  health  services? 

As  used  by  DPH,  a  "trust  fund"  is  an  account  established  to  safeguard  an  individual's  money 
while  an  in-patient  at  Laguna  Honda  or  San  Francisco  General  Hospital.  As  such,  no  General 
Fund  fiinds  are  deposited  in  DPH  trust  fiinds. 

Chapter  10.1 17  of  the  Administrative  Code  establishes  special  funds  that  dedicate  funding  to 
specific  activities  or  recipients.  Special  fund  funds  not  expended  by  the  end  of  a  fiscal  year  may 
be  carried  over  to  the  following  year.  San  Francisco  has  established  119  special  funds. 

Options: 

1.  Adopt  the  proposed  resolution.  This  would  state  the  Board  of  Supervisors'  intent  to  create  a 
Children's  Trust  Fund  that  would  allow  demonstrated  savings  from  lower  utilization  of  high-end 
mental  health  services  to  be  expended  for  prevention  and  early  intervention  programs. 

2.  Sever  the  proposed  resolution  and  refer  the  legislation  to  committee  for  further  review.  This 
would  allow  the  Board  of  Supervisors  to  examine  the  policy  and  fiscal  impacts  of  changing 
budgeting  procedures  for  children's  mental  health  services. 

3.  Do  not  approve  the  proposed  legislation.  This  would  indicate  that  the  Board  of  Superv  isors  is 
not  supportive  of  creating  a  separate  Children's  Trust  Fund  to  be  funded  with  savings  from  lower 
utilization  of  high-end  mental  health  services. 
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Prepared  by:    Billy  Blattner 
554-7784 

cc:      Board  of  Supervisors  Clerk  of  the  Board 

Harvey  Rose  Steve  Kawa 

City  Attorney  Department  of  Public  Health 

Controller 
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Summary  of  Requested  Action: 


Designate  the  Mayor  or  his/her  designee  as  the  city  official  vested  with  the  authority  to  sign  documents, 
including  agreements,  that  are  either  required  of  the  City,  or  desired  by  the  City,  in  its  capacity  as  a  "certified 
local  government"  under  the  National  Preservation  Act  (Act),  provided  those  documents  have  followed  the 
appropriate  review  process,  as  specified  in  the  Act. 

Amendments  to  this  proposed  resolution  have  been  drafted  by  the  Mayor's  Office  and  will  be  presented  to  the 
committee.  This  analysis  reflects  those  amendments. 

Policy  Question: 

Should  the  authority  to  sign  documents  which  bind  the  City  to  specified  agreements  and/or  actions  under  the 
Act  be  vested  in  the  hands  of  the  Mayor  or  his/her  designee,  once  the  documents  have  followed  the  required 
i    review  process  established  in  federal  law. 

j   Current  Law: 

j   Under  the  Act,  the  designated  "State  Historic  Preservation  Officer"  (SHPO)  is  authorized  to  establish  a 
I   procedure  for  the  certification  of  local  governments.  Once  a  local  government  is  certified  by  the  SHPO, 
i    specified  minimum  responsibilities  are  delegated  to  the  certified  local  government  (CLG).  The  state  is 
authorized  to  delegate  additional  responsibilities  to  individual  CLGs. 

Under  the  minimum  requirements  specified  in  the  Act,  in  order  to  be  designated  as  a  certified  local  government, 
the  entity  must  demonstrate  that  it  has  the  capacity  to,  and  will  perform  the  following  duties  and 
responsibilities: 

1 .  Enforce  appropriate  State  and  local  legislation  for  the  designation  and  protection  of  historic  properties. 

2.  Establish  an  adequate  and  qualified  historic  preservation  review  commission  composed  of  members  having 
a  demonstrated  interest,  competence  or  knowledge  in  historic  preservation.  The  state  is  required  to  specify 
the  role  and  responsibilities  of  the  commission  in  local  preservation  decisions,  including  the  process  of 
recommending  properties  for  nomination  to  the  National  Register. 
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3.  Maintain  a  system  for  the  survey  and  inventory  of  historic  properties. 

4.  Provide  for  adequate  pubhc  participation  in  the  historic  preservation  process,  as  well  as  all  other 
responsibihties  that  are  delegated  to  CLGs. 

The  California  SHPO  has  designated  the  City  and  County  of  San  Francisco  as  a  CLG  for  the  purposes  of  the 
National  Historical  Preservation  Act.  By  virtue  of  the  certification  agreement  entered  into  between  the  City  and 
the  SHPO,  the  City  is  included  in  the  process  of  nominating  properties  to  the  National  Register  of  Historic 
Places  and  is  eligible  to  apply  for  and  expend  Historic  Preservation  Fund  allocations. 

Proposed  Legislative  Action 

The  proposed  resolution  would  provide  that  the  Mayor,  or  his/her  designee,  shall  have  the  authority  to  sign  and 
execute  agreements  and  other  documents  pertaining  to  the  City's  functions  as  a  CLG. 

It  would  also  affirm  CLG  agreements  the  City  has  already  entered  into  since  the  City  was  designated  as  a  CLG 
in  1995. 


Background  and  Discussion: 

The  intent  of  this  measure  is  to  clarify  which  City  official  shall  be  vested  with  the  authority  to  sign  documents 
necessary  to  fulfill  the  City's  obligations  and  functions  as  a  CLG. 

The  CLG  program  was  estabhsh  through  amendments  made  to  the  Act  in  1980.  The  CLG  program  encourages 
the  preservation  of  significant  cultural  resources  by  promoting  a  partnership  between  local  governments  and  the 
state.  This  local  involvement  in  preservation  issues  permits  a  CLG  to  assume  a  leadership  role  in  the 
preservadon  of  the  communities  cultural  heritage  and  have  a  formal  role  in  the  National  Register  nomination 
review  process.  Local  public  interests  and  concerns  are  integrated  into  the  official  national  historic  preserv  ation 
planning  and  decision-making  process  through  the  public  nodfication  and  participation  requirements  contained 
throughout  the  Act. 

The  duties  and  responsibilities  required  of  a  CLG  under  the  Act  include  (1)  enforcement  of  state  and  local 
preservation  legisladon  and  (2)  the  establishment  of  a  qualified  commission  that  will  review  local  presen,  ation 
decision  with  adequate  public  participation.  Once  a  decision  has  been  made  following  the  established  process, 
the  CLG  must  oftentimes  enter  into  agreements  or  execute  documents  to  fulfill  its  CLG  duties. 

This  measure  would  clarify  that  the  Mayor  has  the  authority  to  sign  and  execute  agreements  and  other 
documents  necessary  for  the  City  to  fulfill  its  role  as  a  CLG  once  the  documents  have  completed  the  required 
CLG  procedures,  including  all  public  nodfication  and  participation  requirements.  This  clarification  will  ensure 
the  legal  validity  of  the  documents. 

The  amendments  that  are  being  proposed  clarify  that  nothing  in  the  resolution  is  intended  to  remo\  e  or  usurp  the 
authority  any  other  city  department,  agency  or  board  is  currently  granted  under  the  CLG  program. 
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Policy  Issues: 


1.  PROPOSED  AMENDMENTS  CLARIFY  INTENT  OF  THE  MEASURE  AND  REMOVE  SEVERAL 
MAJOR  CONCERNS.  As  originally  introduced,  this  measure  was  quite  broad  and  there  were  concerns  that 
it  would  authorize  the  Mayor  or  his/her  designee  to  execute  any  and  all  of  the  duties  and  responsibilities 
associated  with  the  City's  designation  as  a  "certified  local  government".  It  was  unclear  as  to  whether  the 
Landmarks  Board,  and  other  city  entities,  would  have  been  removed  from  the  decision-making  process 
estabhshed  under  the  Act.  The  proposed  amendments  to  the  original  language  alleviate  this  concern  by 
acknowledging  the  role  of  the  Landmarks  Board,  and  other  city  departments,  and  specifying  that  the 
resolution  will  not  affect  the  role  other  city  departments  have  in  the  CLG  program. 


2.  SHOULD  THERE  BE  PARAMETERS  ON  THE  MAYOR'S  AUTHORITY  TO  DELEGATE  THIS 
RESPONSIBILITY?  The  proposed  resolution  grants  the  Mayor  broad  powers  in  his/her  authority  to 
appoint  a  designee  to  sign  CLG  agreements  and  documents  in  his/her  stead.  Does  the  Board  feel  the  Ma\'or 
should  be  free  to  assign  this  authority  to  anyone?  The  Board  may  wish  to  limit  the  universe  of  city 
officials/employees  that  may  be  designated  this  authority  to  a  specific  pool  that  might  include  the  Director 
of  Planning,  the  Director  of  Housing,  and  the  Directors  of  other  Departments  that  could  be  affected  by 
actions  under  the  CLG  program. 

3.  HOW  WOULD  INTERESTED  PARTIES  BE  INFORMED  OF  THE  IDENTITY  OF  THE  MAYOR'S 
DESIGNEE?  Under  this  proposal,  it  would  be  possible  that  a  number  of  individuals  could  be  designated  by 
the  Mayor  to  have  the  authority  to  sign  agreements  under  the  CLG  program.  This  could  be  problematic  to 
interested  parties  wishing  to  provide  comment  or  discuss  specific  issues  with  the  appropriate  designee. 


Options: 

1 .  Approve  the  ordinance  in  its  amended  form. 

2.  Amend  the  ordinance  to  limit  the  pool  of  officials  to  which  the  Mayor  may  delegate  this  authonty. 

3.  Reject  the  ordinance. 


Prepared  by:    Jon  L.  Ballesteros 
415/554-7787 
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Agreements) 
Supervisors  Ammiano,  Brown  and  Bierman 


Summary  of  Requested  Action: 


The  proposed  resolution  (File  98-0242)  would  express  San  Francisco's  opposition  to 
international,  federal,  and  state  agreements  that  restrict  local  governments'  ability  to  impose 
sanctions  on  organizations  and  entities  that  do  not  comply  with  San  Francisco's  human  rights 
requirements,  in  general,  and  to  the  Multilateral  Agreement  on  Investment,  in  particular. 

At  the  time  this  report  was  issued,  an  amendment  to  the  resolution  was  being  prepared  by  the 
sponsor.  This  report  addresses  the  resolution  as  referred  to  the  Committee. 


Current  Law: 


The  Administrative  Code  includes  several  provisions  which  regulate  or  restrict  international 
trade  and  investment  involving  the  City.  These  provisions  include  Chapters  12F,  Implementing 
the  MacBride  Principles  -  Northern  Ireland;  Chapter  121,  Tropical  Hardwood  Ban;  Chapter  1 2 J, 
City  Business  with  Burma  Prohibited;  and  Chapter  12B,  Nondiscrimination  in  Contracts. 

The  United  States  Constitution  vests  the  federal  government  with  the  authority  to  make  treaties 
with  foreign  nations  and  to  regulate  commerce  between  states  and  between  nations. 

In  general,  trade  agreements  are  intended  to  reduce  most  barriers  to  trade.  Restrictions  on 
international  trade  are  addressed  in  many  multilateral  and  bilateral  trade  agreements,  including 
the  North  American  Free  Trade  Agreement  (NAFTA)  and  the  General  Agreement  on  Tariffs  and 
Trade  (GATT).  Both  NAFTA  and  GATT  include  provisions  to  reduce  barriers  to  foreign 
investment  in  the  United  States  and  U.S.  investment  abroad. 


Background: 

Human  Rights.  Trade  and  Investment  Policies  in  San  Francisco 

Through  ordinances  and  resolutions,  the  Board  of  Supervisors  has  adopted  a  number  of  policies 
and  practices  in  support  of  human  rights  and  in  opposition  to  discrimination  at  home  and  abroad. 
Such  policies  in  the  Administrative  Code  include: 


•    Chapters  12F,  Implementing  the  MacBride  Principles  -  Northern  Ireland.  This  Chapter  of  the 
Administrative  Code  requires  City  contracts  to  contain  information  on  the  MacBride 
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Principles,  which  set  forth  guidehnes  for  doing  business  in  Northern  Ireland,  and  a  statement 
urging  companies  to  do  business  with  corporations  that  abide  by  the  principles; 

•  Chapter  12J,  City  Business  with  Burma  Prohibited.  "The  City  and  County  of  San  Francisco 
declares  the  right  to  measure  the  moral  character  of  its  business  partners  in  determining  with 
whom  it  seeks  to  have  business  relations  or  to  whom  it  grants  privileges;"  and 

•  Chapter  12B,  Nondiscrimination  in  Contracts.  This  section  charges  the  Human  Rights 
Commission  with  enforcing  prohibitions  against  discrimination,  including  the  Equal  Benefits 
Ordinance. 

Administrative  Code  Section  12J.1,  Findings,  states,  "The  United  States  Supreme  Court  has 
upheld  the  power  of  a  municipality  to  make  legitimate  economic  decisions  without  being  subject 
to  the  restraints  of  the  Commerce  Clause  [of  the  U.S.  Constitution]  when  it  participates  in  the 
marketplace  as  opposed  to  exerting  its  regulatory  powers." 

The  Multilateral  Agreement  on  Investment 

The  Multilateral  Agreement  on  Investment  (MAI)  is  a  treaty  being  negotiated  under  the  auspices 
of  the  Organization  for  Economic  Cooperation  and  Development  (OECD).  The  OECD  is  made 
up  of  29  industrialized  nations,  including  the  United  States,  Japan  and  the  nations  of  Western 
Europe.  The  current  draft  of  the  MAI  would  reduce  barriers  to  international  investment  by 
requiring  consenting  nations  to  provide  "national  treatment"  to  investors.  National,  or 
nondiscriminatory,  treatment  means  that'foreign  interests  are  treated  no  differently  than  domestic 
interests.  The  MAI  would  apply  to  investment,  not  trade  in  goods  and  services. 

According  to  the  OECD,  "by  providing  a  comprehensive  and  stable  framework  for  international 
investment,  the  MAI  will  give  new  impetus  to  growth,  employment  and  higher  living  standards. 
It  will  also  provide  an  effective  means  for  settling  disputes  between  [countries]  and  between 
investors  and  [countries]."  The  OECD  argues  that  lower  investment  barriers  will  lead  to  greater 
efficiency  and  more  productive  investments.  Countries  that  ratify  the  MAI  would  agree  to 
consensual  dispute  resolution  procedures. 

Mr.  Jay  Banfield  of  the  Treasurer's  Office  reports  that  the  MAI  should  not  have  a  significant 
impact  on  San  Francisco's  investment  strategies  or  opportunities. 

Many  labor,  environmental,  and  consumer  groups  oppose  the  MAI,  including  Public  Citizen,  the 
Sierra  Club,  and  the  Campaign  for  Labor  Rights.  These  groups  claim  that  the  MAI  is  being 
negotiated  out  of  public  view,  will  lead  to  a  lowering  of  environmental  and  labor  standards,  and 
will  allow  investors  to  challenge  legitimate  regulations  and  requirements  on  investment  within 
the  United  States. 

Policy  Issues: 

Does  the  MAI  jeopardize  San  Francisco 's  human  rights  policies? 

According  to  representatives  at  the  OECD  and  U.S.  State  Department,  the  MAI  will  permit 
signatories  to  exempt  themselves  from  certain  provisions  of  the  agreement  by  including 
"exceptions"  in  an  annex  to  the  agreement.  According  to  the  State  Department,  the  U.S.  has 
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already  created  an  exception  for  existing  laws  and  policies  (like  a  grandfather  clause)  and  an 
exception  for  government  procurement. 

Notwithstanding  Constitutional  arguments,  representatives  of  the  State  Department  and  the 
OECD  claim  that  San  Francisco  human  rights  policies  -  such  as  the  prohibition  on  business  with 
Burma  and  the  Equal  Benefits  Ordinance  -  would  not  be  affected  by  the  MAI  because  of  the 
aforementioned  exceptions  (in  the  case  of  the  Burma  prohibition)  or  because  the  policies  are 
applied  to  all  investors  regardless  of  their  nationality  (in  the  case  of  the  Equal  Benefits 
Ordinance.)  Future  human  rights  policies  that  treat  foreign  investors  differently  than  domestic 
investors  would  not  be  specifically  exempted  from  the  current  draft  of  the  MAI. 

Opponents  of  the  MAI  claim  that  the  agreement,  by  lifting  restrictions  on  investments,  would 
fiirther  encourage  multinational  corporations  to  relocate  production  facilities  to  countries  with 
the  lowest  costs.  Consequentially,  international  wages,  labor  and  environmental  standards  would 
fall  as  nations  compete  to  attract  investment  by  lowering  costs.  This  "race  to  the  bottom,"  advise 
opponents  of  the  MAI,  will  cause  the  loss  of  jobs  and  result  in  increased  human  rights  abuses 
abroad.  Opponents  suggest  that  the  MAI,  if  adopted,  would  give  international  negotiators 
supremacy  over  local,  state  and  federal  laws. 

The  current  draft  of  the  MAI  contains  prohibitions  on  "performance  requirements,"  regulations 
which  impose  investment  restrictions  such  as  domestic  content  or  local  hiring  requirements.  Ms. 
Christiana  Hayashi  of  the  City  Attorney's  Office  advises  that  the  prohibition  on  performance 
requirements  appears  to  restrict  local  authority  to  impose  conditions  on  investors.  The  OECD 
responds  that  the  MAI  permits  such  local  requirements  in  conjunction  with  investment 
incentives.  This  text  is  contained  in  a  footnote  to  the  current  draft. 

Is  this  the  only  opportunity  for  San  Francisco  to  oppose  the  MAI? 
The  original  deadline  for  completion  of  the  MAI  was  May,  1997.  Many  issues  remained 
unresolved  by  the  approach  of  the  deadline,  so  negotiators  agreed  to  extend  the  deadline  one 
year.  According  to  OECD  officials,  negotiations  are  currently  on  hold  pending  ministerial-le\  e] 
(Cabinet-level)  talks  scheduled  for  the  end  of  April.  This  meeting  could  set  the  stage  for  the 
next,  and  potentially  final,  round  of  negotiations.  Once  a  final  draft  has  been  presented,  the  MAI 
must  be  signed  by  the  President  or  a  representative  of  the  United  States  and  be  adopted  by 
Congress  before  it  could  become  effective  in  the  U.S. 

Because  of  the  controversial  nature  of  the  agreement,  votes  on  the  MAI  in  Congress  are  not 
likely  to  occur  soon.  Opponents  of  the  MAI  suggest  that  increasingly  vocal  opposition  to  the 
MAI  has  forced  the  OECD  and  the  U.S.  government  to  make  drafts  of  the  MAI  public  as  well  as 
other  information  the  status  of  negotiations. 

Options; 

1 .  Approve  the  proposed  resolution.  This  would  state  the  Board  of  Supervisors'  opposition  to 
agreements  that  restrict  local  governments'  ability  to  impose  sanctions  on  organizations  and 
entities  that  do  not  comply  with  San  Francisco's  human  rights  requirements  as  well  as  the 
Board's  opposition  to  the  Multilateral  Agreement  on  Investment.  This  would  also  state  the 
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Board's  concurrence  with  the  opponents'  interpretation  of  the  agreement  that  the  MAI 
undermines  local  sovereignty  and  the  ability  to  imposed  sanctions 

2.  Amend  the  proposed  resolution  to  remove  specific  references  to  the  MAI.  This  would  state 
the  Board  of  Supervisors'  opposition  to  agreements  that  restrict  the  ability  of  the  City  to  impose 
sanctions  on  organizations  and  entities  that  do  not  comply  with  San  Francisco's  human  rights 
requirements,  in  general,  but  it  would  not  specifically  direct  the  City's  federal  representatives 
and  lobbyists  to  oppose  the  MAI. 

3.  Amend  the  proposed  resolution  to  oppose  the  MAI  but  remove  references  to  its  effects  on 
local  ordinances.  This  would  state  the  Board  of  Supervisors'  opposition  to  agreements  that 
restrict  San  Francisco's  oversight  and  the  Board's  opposition  to  the  MAI,  but  would  not  indicate 
concurrence  or  disagreement  with  statements  about  the  impact  of  the  MAI  on  local  sovereignty. 

4.  Continue  the  proposed  resolution  pending  the  conclusion  of  MAI  negotiations.  This  would 
allow  the  Board  of  Supervisors  to  analyze  the  impacts  of  the  MAI  after  completion  of  the  final 
draft. 


5.  Do  not  approve  the  resolution.  This  would  indicate  that  the  Board  of  Supervisors  does  not 
wish  to  direct  the  City's  federal  officials :and  lobbyists  to  oppose  the  MAI  or  agreements  that 
restrict  local  governments'  ability  to  impose  sanctions  on  organizations  and  entities  that  do  not 
comply  with  San  Francisco's  human  rights  requirements. 


Prepared  by:    Billy  Blattner 
554-7784 


Board  of  Supervisors  Clerk  of  the  Board 

Harvey  Rose  Steve  Kawa 

City  Attorney  Treasurer 
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To: 


Supervisor  Tom  Ammiano,  Chair,  Rules  Committee 


From: 


Gail  Feldman,  Chief  Legislative  Analyst 


Re: 


File  No.  241-97-1 


The  attached  map  prepared  by  the  Department  of  Public  Works  identifies  where  the 
members  of  the  Commissions  listed  below  reside.  It  is  not  a  comprehensive  list  of  all 
commissions,  boards  and  advisory  bodies.  It  consists  of  those  appointed  by  the  Mayor 
only  and  reflects  appointments  as  of  November  25,  1997.  We  currently  do  not  have  the 
necessary  information  on  Board  of  Supervisors  appointments  to  include  them  on  the 
map. 
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Civil  Service  Commission 
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Fire  Commission 
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Landmarks  Preservation  Advisory  Board 

Mayor's  Council  on  Physical  Fitness  and  Sports 

Mission  Neighborhood  Task  Force 

Parking  and  Traffic  Commission 

Police  Commission 

Port  Commission 

Public  Library  Commission 

Public  Utilities  Commission 

Recreation  and  Park  Commission 

Redevelopment  Agency  Commission 

Relocation  Appeals  Board 

Residential  Rent  Stabilization  and  Arbitration  Board 
Retirement  System  Board 
San  Francisco  Stadium  Inc. 
San  Francisco  Arts  Commission 
Small  Business  Advisory  Commission 
Southeast  Community  Facility  Commission 
Status  of  Women,  Commission  on  the 

Street  Artists  and  Craftsmen  Examiners,  Advisory  Committee  of 

Telecommunications 

Transportation  Commission 

Veterans'  Affairs  Council 

War  Memorial  Board  of  Trustees 

Youth  Commission 
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PUBLIC  LIBBABY 


LEGISLATIVE  ANALYSIS 


DATE: 

COMMITTEE: 

SPONSOR: 

FILE: 


April  15,  1998 
FINANCE 

DEPT.  OF  PUBLIC  WORKS 

000-98-0372  -  ANTI-LITTER  TEAM  PROGRAM 


SUMMARY  OF  PROPOSED  ACTION: 

The  proposed  ordinance  requests  a  $1,307,997  supplemental  appropriation  from  the  General  Fund  Rcscr\  c  lo 
expand  the  City's  anti-litter  programs  and  estabhsh  four  new  street  and  sidewalk  cleaning  initiati\  cs.  called  the 
"Anti-Litter  Team  Program,"  at  the  Department  of  Public  Works  (DPW).   Funding  required  under  this  program 
will  create  37  new  positions,  provide  professional  services,  materials  and  supplies,  as  well  as  purchase  new 
equipment.  A  companion  measure  -  File  No.  98-0373,  amends  the  FY  97/98  annual  salary  ordmancc  b\  addmg 
37  new  positions  specifically  for  DPW's  Anti-Litter  Team  Program. 

BACKGROUND: 

According  to  the  Department  of  Public  Works  (DPW),  the  amount  of  litter  and  debris  from  illegal  dumping  has 
increased  by  over  80%  in  the  last  10  years  -  from  24,000  tons  to  44,000  tons  annually,  and  current  laws  are  not 
sufficient  deterrents  against  littering  and  illegal  dumping.  The  need  for  street  and  sidewalk  cleaning  is  greater 
in  commercial  areas  than  in  residential  areas,  especially  on  week-ends  when  DPW's  workforce  is  reduced  b\ 
more  than  half  Areas  that  require  special  attention  include  Clement  Street,  24^^  Street,  Mission  Street,  and 
along  other  neighborhood  commercial  areas  within  the  Richmond,  Sunset  and  Parkside  Districts,  Ingleside,  the 
Geneva/Mission  corridor,  the  Castro,  Noe  Valley,  Chinatown,  Bayview  Hunter's  Point  and  the  Tenderloin. 

CURRENT  DPW  ANTI-LITTER  PROGRAMS: 

This  current  fiscal  year,  the  Department  of  Public  Works  has  dedicated  a  workforce  of  177  employees, 
supported  by  an  annual  budget  of  $9,389,136,  to  street  and  sidewalk  cleaning.  An  alternative  workforce  is 
generated  from  the  Workfare  program  and  from  two  week-end  programs,  the  Sheriffs  Work  Altematu  e 
Program  (SWAP)  and  Project  20. 

Under  the  Workfare  program,  DPW  supervises  approximately  100  General  Assistance  (GA)/ Workfare 
participants  per  day,  or  up  to  600  workers  per  week,  who  are  required,  as  a  condition  of  retaining  their  cash 
grants,  to  complete  up  to  13  hours  per  week  in  documented  work  and/or  training.  There  are  also  approximately 
150  SWAP  and  25  Project  20  participants,  who  work  an  average  of  6  to  7  hours  per  week,  and  are  super\  ised  by 
DPW  on  a  weekly  basis. 

In  the  past  year,  DPW  has  established  new  anti-litter  programs  to  address  the  City's  growing  problems  with 
litter,  particularly  in  commercial  areas.  The  "Great  Sweep"  program  was  established  as  a  biannual  litter 
removal  event  involving  city  workers  and  volunteers  in  street  sweeping  and  litter  removal.  DPW  has  also 
purchased  nine  (9)  "Green  Machine"  mechanical  sweepers  for  use  in  heavily  littered  areas  along 
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Market  Street,  Mission  Street,  Third  Street,  San  Bruno  Avenue,  the  Civic  Center  Corridor,  Fillmore  Street, 
Union  Street,  Chestnut  Street,  Castro  Street,  24"^  Street,  16^^  Street,  Chinatown,  and  along  neighborhood 
commercial  areas  within  North  Beach,  Richmond,  Sunset,  Parkside,  and  Oceanview  Districts.  Sev  en  (7)  of 
these  mechanical  sweepers  are  deployed  five  days  a  week,  maintaining  a  reserve  of  two  (2)  in  the  c\  cnt  of 
mechanical  breakdowns. 

There  are  approximately  3,500  htter  receptacles  throughout  the  City  that  are  serviced  by  Golden  Gate  Disposal 
and  Sunset  Scavenger  at  least  once  a  day,  seven  days  a  week.  Eighty  percent  (80%)  of  these,  or  2,800.  are 
located  in  the  downtown  commercial  corridors.  Under  last  year's  anti-litter  program,  serv  icing  of  litter 
receptacles  placed  on  major  streets  such  as  Mission,  Market,  Chestnut,  Columbus  and  Powell  \\  as  increased 
from  200  to  500  receptacles  which  are  emptied  twice  a  day,  seven  days  a  week. 

DPW  has  also  begun  introducing  receptacles  with  recycling  basket  tops,  and  expects  to  install  up  to  200 
recycling  tops  by  the  end  of  April  of  the  current  fiscal  year.  DPW  states  that  the  City  is  meeting  its  diversion 
goals,  as  set  under  the  state's  waste  reduction  program.  The  City's  recycling  program  is  operated  primaril\ 
under  the  management  of  Norcal. 

Educational  outreach,  enforcement  of  sidewalk  cleanliness,  and  neighborhood  clean-up  and  beautification 
projects  are  additional  programs  that  were  announced  in  the  past  year  in  response  to  the  public's  requests  for 
cleaner  streets.  The  litter  projects  of  the  past  year  have  been  mostly  targeted  in  heavily-littered  areas  such  as  the 
Mission,  Chinatown,  Bayview  Hunters  Point,  Noe  Valley  and  the  Tenderloin.  A  position  for  an  En\  ironmcntal 
Control  Officer  was  also  estabhshed  to  carry  out  increased  education  and  enforcement  efforts  in  the  Ba\'\  ie\\ 
area. 


PROPOSED  ACTION: 

The  proposed  supplemental  appropriation  of  $1.3  million  would  establish  four  anti-litter  initiatives.  According 
to  the  Department  of  Public  Works  (DPW),  the  continued  operation  of  these  initiatives  would  be  supported 
through  a  proposed  $5.00  increase  in  parking  fees  for  vehicles  parked  in  "No  Parking  -  Street  Cleaning"  zones 
on  street  cleaning  days.  Projected  revenue  from  the  parking  fee  increase  is  expected  to  generate  approximately 
$2,717,500  annually. 

•    Worker  Development  and  Adopt-A-Block  Program  — $286,834 

The  Worker  Development  and  Adopt- A-Block  program,  which  will  be  implemented  over  4  years,  represents  a 
public/private  partnership  aimed  at  involving  businesses  and  neighborhood  groups  in  clean-up  activities.  Ten 
(10)  permanent  positions  -  1  Program  Manager,  1  Secretary  II,  4  laborers,  and  4  Environmental  Control  Officers 
(ECOs),  will  be  created  under  this  program.  Within  the  proposed  4-  year  period,  DPW  anticipates  the  laborer 
positions,  though  classified  as  permanent  positions,  to  be  phased  out  and  absorbed  by  the  private  sector  as  the 
latter  assumes  more  responsibility  for  clean-up  activities  in  Adopt- A-Block  sites. 

In  a  joint  effort  between  DPW  and  the  Department  of  Human  Services  (DHS),  up  to  300  individuals  from  the 
disadvantaged  population  -  including  Workfare  and  CalWORKS  -  will  participate  in  the  "Transition  to 
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Employment"  project  and  receive  training  as  manual  workers.  One  or  more  non-profit  contractors  w  ill  train  and 
employ  these  individuals  at  $7.50  per  hour  in  full  time  positions  to  provide  sidewalk  and  street  clcanmii  .slt\  ices 
in  over  100  impacted  areas.  Initially,  45  trainees  will  participate  in  the  "Transition  to  Employment'"  projcci. 

•  Sidewalk  Cleaning  and  Green  Machine  Sweeping  — $3 13,832 

The  Sidewalk  Cleaning  program  will  increase  servicing  of  public  litter  receptacles  by  Golden  Gate  Disposal  and 
Sunset  Scavengers  from  500  to  1,000  receptacles  twice  a  day,  seven  days  a  week  in  targeted  areas.  The 
proposed  request  includes  purchase  of  seven  (7)  additional  "Green  Machines"  to  clean  five  additional  sidcw  alk 
routes.  Five  (5)  permanent  General  Laborers  will  be  hired  to  operate  these  machines. 

•  Increased  Weekend  SWAP  Cleaning  —5243,734 

The  SWAP  and  Project  20  detainee  programs  will  be  increased  by  40  participants  who  will  work  on  \\  cck-cnds. 
from  Friday  to  Monday;  thus,  allowing  DPW  to  increase  its  workforce  from  seven  to  eight  sweeping  crcu  s 
throughout  the  City.  Under  the  supplemental  request,  five  (5)  permanent  Laborer  Super\'isor  I  positions  w  ould 
be  created  to  oversee  these  crews. 

•  Neighborhood  Anti-Litter  Team  Crews  — $463,597 

The  Department  of  Public  Works  (DPW)  states  that  illegally-dumped  debris  and  litter  on  streets  and  sidew  alks 
are  an  increasing  problem  throughout  the  City.  Therefore,  the  Neighborhood  Anti-Litter  Team  Crew  s  initiati\  e 
would  estabhsh  six  (6)  mobile  clean-up  crews  -  five  crews  for  litter  removal  and  one  crew  for  illegal  dumping 
removal.  Staffing  would  be  increased  by  fifteen  (15)  Street  Environmental  Service  Trainees,  one  truck  dri\  cr. 
and  one  general  laborer  for  illegal  dumping  removal  and  neighborhood  clean-up.  The  supplemental  request 
would  enable  purchase  of  five  (5)  crew-cab  pickup/dump  trucks  for  Anti-Litter  Team  operations,  and  one  Front 
End  Loader  Dump  Truck  to  replace  a  19  year  old  unit. 

POLICY  ANALYSIS: 

The  proposed  anti-litter  programs  represent  a  multi-faceted  approach  to  reducing  litter  in  the  follow  ing  w  a\  s: 
increasing  the  manual  and  mechanical  workforce  dedicated  to  litter  and  debris  clean-up  and  remo\  al;  increasing 
clean-up  efforts  through  training  and  employment  of  disadvantaged  individuals,  introducing  an  educational 
outreach  component  to  increase  awareness  and  encourage  proper  litter  disposal  by  residents  and  merchants;  and 
by  encouraging  private/public  partnerships  through  the  Adopt-A-Block  program. 

1.  Litter  Removal:  Manual  and  Mechanical  Labor 

The  Department  of  Public  Works  states  that  litter  and  debris  have  increased  exponentially  in  the  past  1 0  years  - 
by  over  eighty  percent  (80%),  from  24,000  tons  to  44,000  tons.  Proposed  increases  in  the  manual  w  orkforce  for 
street  cleaning  efforts  include  a  permanent  staff  of  thirty-seven  (37)  workers,  an  initial  workforce  of  45 
individuals  who  will  be  managed  by  a  non-profit  contractor  under  the  "Transition  to  Employment"  training 
project,  and  40  participants  from  the  SWAP  and  Project  20  week-end  programs. 

Mechanical  clean-up  efforts  include  purchasing  26  items  of  large  equipment,  which  include  seven  (7)  Green 
Machine  Sweepers.  DPW  states  that  these  mechanical  sweepers  are  more  efficient  than  manual  labor  and  can 
achieve  up  to  four  times  the  production  capacity  of  manual  street  cleaners.  According  to  DPW.  such  a  massive 
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deployment  of  both  manual  and  mechanical  resources  is  needed  to  produce  a  marked  improvement  in  the 
condition  of  streets  and  sidewalks  citywide,  particularly  in  commercial  corridors  which  face  the  worst  problems 
with  litter  and  debris.  The  adoption  of  this  proposed  ordinance  means  that  impacted  areas  in  the  city  would  be 
receiving  a  second  wave  of  anti-litter  programs  within  the  current  fiscal  year.  The  effectiveness  and  efficacy  of 
these  proposed  programs  can  be  measured  over  time  as  DPW  is  able  to  assess,  through  surveys  and  the  public's 
response,  the  level  of  improvement  in  city  streets.  With  the  1:4  efficiency  factor  between  mechanical  and 
manual  labor,  DPW  may  need  to  evaluate  the  issue  of  efficiency  in  dedicating  these  resources  in  the  manner 
proposed  under  this  request. 

2.  "Transition  to  Employment"  Project 

The  Department  of  Public  Works  (DPW)  and  the  Department  of  Human  Services  (DHS)  intend  to  engage  one  or 
more  non-profit  organizations  who  will  train  and  hire  disadvantaged  groups  such  Workfare  and  CalWORKS 
participants  to  participate  in  DPW's  anti-litter  program.  There  are  potential  benefits  in  engaging  non-profit 
contractors  that  generally  have  the  experience  and  specialization  to  deliver  an  array  of  services  required  by 
disadvantaged  groups,  which  the  City  is  unable  to  provide.  A  second  benefit,  according  to  DPW,  would  be  in 
the  expected  cost  savings  resulting  from  engaging  contractors  to  provide  multiple  services,  including  training 
and  employment,  needed  under  the  proposed  request. 

By  incorporating  the  "Transition  to  Employmenf '  project  into  the  anti-litter  program,  the  City  would  be  meeting 
its  "Welfare  to  Work"  goals  by  assisting  disadvantaged  groups,  including  Workfare  and  CalWORKS 
participants,  to  make  a  successful  transition  from  public  assistance  to  self-sufficiency  through  employment. 
Additional  cost  savings  could  be  realized  if  these  participants  leave  employment  with  the  City  and  are  rehired 
by  the  private  sector  in  Adopt- A-B lock  sites,  as  proposed  under  DPW's  plan.  DPW  may  need  to  further  review 
the  implications  of  engaging  contractors  who  hire  employees  to  perform  similar  clean  up  tasks  as  DPW's 
employees. 

3.  Educational  Outreach  and  Code  Enforcement 

The  proposed  request  includes  support  for  four  (4)  Environmental  Control  Officers  (ECOs)  who  would  initially 
launch  an  educational  outreach  effort  geared  at  increasing  awareness  among  residents  and  merchants  about 
maintaining  clean  streets.  At  a  later  stage  of  the  Adopt-A-Block  program,  the  ECOs  would  conduct  code 
enforcement  against  littering. 

Currently  anti-litter  code  enforcement  is  handled  primarily  by  DPW,  the  San  Francisco  Police  Department  and 
the  Health  Department.  DPW  has  identified  a  need  for  stricter  code  enforcement  to  reduce  the  Cit\''s  litter 
problems,  and  supports  Assembly  Member  Migden's  proposed  legislation  -  AB  1799,  which  seeks  to  increase 
fines  for  illegal  dumping.  The  linking  of  educational  outreach  with  stricter  code  enforcement  represents  the  best 
use  of  public  resources.  As  a  preventive  measure,  this  strategy  is  likely  to  improve  the  condition  of 
neighborhoods  and  reduce  the  cost  of  litter  removal  over  the  long  term  as  residents  assume  more  responsibility 
for  the  upkeep  of  their  communities. 

Since  the  authority  to  set  penalties  resides  at  the  state  level,  the  challenge  for  departments  charged  with 
enforcement  powers  would  be  to  discover  ways  of  making  the  enforcement  of  existing  ordinances  one  of  the 
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City's  top  priorities.  If  AB  1799  is  passed,  the  City  would  have  the  added  authority  to  enforce  stricter  sanctions 
against  illegal  dumping.  Therefore,  the  enforcement  aspect  of  the  anti-litter  program  could  be  activated  much 
earlier  than  the  four-year  period  proposed  under  the  subject  request. 

4.  The  Adopt-A-Block  Program:  Private/Public  Partnerships 

The  Adopt-A-Block  program  proposes  a  phased-in  approach  whereby  businesses  and  neighborhood  associations 
would  assume  greater  responsibility  for  clean-up  efforts  in  their  communities.  If  DPW  is  able  to  successfuIK' 
demonstrate  the  benefits  of  the  anti-litter  program  to  the  private  sector  -  through  noticeable  improvements  in  the 
conditions  of  sidewalks  and  streets  in  impacted  areas  -  then,  the  involvement  of  the  private  sector  is  expected  lo 
result  in  significant  cost  reductions  for  the  City. 

The  concept  of  the  Adopt-A-Block  program  has  been  adopted  in  other  cities,  such  as  New  York  and  Portland, 
which  have  estabhshed  Business  Improvement  Districts  (BIDs).  These  BIDs  are  generally  comprised  of  groups 
of  property  owners  and  merchants  whose  financial  contributions  are  utilized  for  increased  neighborhood 
services.  According  to  DPW,  the  Union  Square  Association  in  San  Francisco  has  been  working  to  gain  the 
support  of  merchants  toward  such  an  effort. 

Input  from  various  segments  of  the  private  sector  could  be  invaluable  in  terms  of  alerting  DPW  to  the  concerns 
of  the  private  sector,  as  well  as  the  level  of  commitment  that  can  be  expected  from  this  group.  A  detailed 
strategy  that  outlines  ways  in  which  the  participation  of  Adopt-A-Block  communities  could  be  achieved,  w  ould 
allow  DPW  to  project  which  program  costs  can  be  successfully  "transitioned"  to  the  private  sector. 

Other  potential  strategies  toward  privatization  include  exploring  the  feasibility  of  utilizing  contract  mechanisms, 
as  has  been  done  in  other  cities,  including  San  Jose,  to  require  private  commercial  haulers  to  provide  impro\  ed 
clean-up  services,  such  as  pick-up  of  overflowing  street  litter.  Currently,  the  City's  permits  with  the  two  pn\  ate 
haulers,  Golden  Gate  Disposal  and  Sunset  Scavenger,  allow  these  companies  to  service  receptacles  in  specified 
routes  located  in  residential  and  commercial  areas.  Exploring  various  options,  including  the  proposed  inter- 
departmental collaborations  and  pubhc/private  partnerships,  could  provide  some  of  the  solutions  to  managing 
costs  and  improving  the  outlook  of  communities  targeted  under  this  proposed  request. 


Options: 

1 .  Approve  the  ordinance  as  proposed.  The  requested  supplemental  appropriation  of  S 1 ,307,997  would  add  37 
new  positions  for  the  staffing  of  the  proposed  anti-litter  program  prior  to  the  adoption  of  the  FY  98/99 
budget.  Program  costs  would  increase  to  $10,697,133  for  the  current  fiscal  year. 

j    2.  Continue  the  action  on  the  ordinance  and  request  DPW's  additional  clarification  on  policy  issues. 

'    3.  Request  DPW  to  include  the  request  as  part  of  the  1998-99  budget  request,  in  order  to  evaluate  all  city 
budget  priorities  at  the  same  time. 
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4.  Do  not  approve  the  ordinance,  and  request  DPW  to  assess  the  effectiveness  of  anti-litter  programs  that  have 
been  established  during  this  current  fiscal  year.  These  programs  include  increased  litter  removal  service  in 
commercial  corridors  from  200  to  500  litter  receptacles  by  Sunset  Scavenger  and  Golden  Gate  Disposal, 
purchase  of  nine  (9)  additional  Green  Machine  sweepers  which  are  deployed  in  the  city's  heavily-littered 
areas,  educational  outreach,  and  volunteer  mobilization  through  the  "Great  Sweep"  program. 


Analysis  Prepared  by:  Clarice  L.  Duma  (415/554-7782) 


I. 
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File  number:  97-97-04,  97-97-70-  -73  General  Assistance  &  Indigent  Adult  Programs 

Origin:  Supervisor  Teng 


REQUESTED  ACTION 

The  Department  of  Human  Services  is  requesting  adoption  of  a  resolution  and  approval  of  amendments  to  the 
San  Francisco  Administrative  Code,  to  create  new  discretionary  programs  for  the  indigent  persons  and  to 
change  current  provisions  in  the  County's  General  Assistance  Program  for  Indigent  Adults.  The  proposed 
amendments  codify  rules  in  the  General  Assistance  program  and  create  three  programs  that  require  an  applicant 
to  be  either  eligible  for  another  Federal  assistance  program  or  agree  to  participate  in  vocational  training  and 
supportive  services.  The  three  new  programs  are  the  Personal  Assisted  Employment  Services  Program  (P.A.ES), 
Cash  Assistance  linked  to  Medi-Cal  Program  (CALM),  and  the  Supplemental  Security  Income  Pending 
Program  (SSIP).  The  basic  safety  net  program.  General  Assistance  (G.A.),  would  continue  with  a  proposed 
reduction  to  the  cash  grant.  The  proposed  aid  payment  schedules  are  attached  to  this  report. 


Current  Law 


The  California  Welfare  and  Institutions  Code  Section  17000  requires  all  counties  to  provide  support  to  indigent 
persons  who  are  legal  residents  and  have  no  other  means  of  support.  The  City  and  County  of  San  Francisco's 
General  Assistance  Program  is  found  in  Chapter  20  Article  VII  of  the  Administrative  Code.  The  program  is 
administered  by  the  Department  of  Human  Services.  Currently  any  eligible  adult  that  meets  the  program 
requirements  can  receive  monthly  cash  aid  or  in-kind  aid.  There  is  no  time  limit  to  receiving  aid  through  this 
program. 


BACKGROUND 


Shift  in  Federal  &  State  welfare  law 

A  number  of  significant  changes  have  occurred  at  both  the  State  and  Federal  level  which  indirectly  and  directly 
impact  General  Assistance  programs  in  Cahfomia  counties.  The  most  significant  federal  legislation  was  the 
Temporary  Assistance  to  Needy  Families  (TANF)  program  which  set  new  time  limitations  on  welfare  recipients 
enrolled  in  TANF,  work  participation  requirements  for  parents  and  eliminated  eligibility  for  some  legal 
immigrants.  The  TANF  program  imposed  new  requirements  on  counties  based  on  the  State  plan  to  move 
recipients  from  welfare  to  work.  The  State  of  California  has  also  enacted  new  laws  that  allow  counties  to  limit 
general  assistance  to  able  bodied  recipients  after  three  months  of  aid  (AB  681  Statutes  of  1996).  Many  counties 
in  the  immediate  San  Francisco  Bay  Area  have  restructured  general  assistance  programs  and  have  restricted 
grant  levels  and  limited  aid  time. 
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Regional  Perspective  on  General  Assistance  (Supplemental  Report  Attached) 

San  Francisco  currently  has  a  caseload  of  12,900  General  Assistance  recipients  and  maintains  the  highest  cash 
grant  level  in  the  State.  The  supplemental  report  provides  an  analysis  of  eight  Bay  Area  county's  General 
Assistance  programs  and  includes  a  comparison  of  program  data  and  requirements.  Some  of  the  findings  arc: 

•  Seven  counties  plan  to  maintain  current  grant  levels  this  year. 

•  Eight  counties  provide  and  require  G.A.  recipients  to  participate  in  job  search  and  vocational  training. 

•  Four  counties  have  created  special  programs  for  indigent  persons  who  are  disabled  or  over  the  age  of  65. 

•  Five  counties  have  experienced  a  25-50%  decline  in  caseload  in  the  past  several  years. 

•  Four  counties  have  time  limited  aid  G.A.  programs. 

San  Francisco's  welfare  programs 

hi  December  1997,  the  Board  approved  a  supplemental  appropriation  for  the  Department  of  Human  Services 
(DHS)  to  fund  new  TANF  programs,  a  portion  of  the  supplemental  in  the  amount  of  S  673,339  was  requested  to 
increase  staff  and  health  services  for  the  proposed  PAES  training  programs  for  the  Indigent  Adult  population. 
The  program  is  pending  implementation  following  adoption  of  the  new  ordinances.  DHS  proposed  the  new 
indigent  programs  to  develop  more  equity  between  the  General  Assistance  Program  and  Cal  WORKs  (TANF) 
program  requirements  and  impacts.  A  brief  description  by  DHS  describing  the  purpose  of  each  new  program  is 
attached  to  this  report. 

General  Assistance  to  Work 

The  PAES  program  is  the  cornerstone  of  the  new  programs.  This  would  be  a  discretionary  program  that  extends 
employment,  vocational  and  supportive  services  to  indigent  adults  in  order  to  prepare  recipients  for  \\  ork.  DHS 
anticipates  enrolling  over  8,600  people  but  only  intensively  serving  2,300  people  a  year.  However  all  8.600 
PAES  participants  would  have  to  agree  to  enter  into  a  written  participant  agreement  which  outlines  PAES 
activities  including  supported  work  experience,  job  search  and  other  appropriate  activities  determined  b\  DHS 
as  well  as  keeping  an  appointment  to  establish  a  PAES  plan.  Failure  to  do  so  would  result  in  returning  to  the 
General  Assistance  Program  which  as  proposed,  has  a  lower  cash  grant  level.  Other  requirements  w  hich  are 
different  from  G.A.  are  residency  in  the  City  for  30  days  and  a  lifetime  service  benefit  of  27  months  (and  a 
possible  6  month  extension). 

Currently  DHS  offers  the  General  Assistance  Training  and  Employment  Services  (GATES)  program  to 
recipients  which  provides  limited  vocational  services.  The  Workfare  program  requires  able  bodied  recipients  to 
work  in  City  departments  such  as  Public  Works.  Mental  health  and  substance  abuse  services  have  been 
available  through  the  Health  Department.  According  to  DHS  data,  in  the  past  two  years  3,020  general 
assistance  clients  received  mental  health  and  substance  abuse  services.  80%  of  these  visits  were  provided  to 
PAES  eligible  recipients. 

Other  Significant  Program  Changes 

DHS  has  proposed  a  number  of  other  significant  changes  to  the  General  Assistance  ordinance  which  in  turn  are 
reflected  in  the  requirements  of  the  other  new  programs.  The  G.A.  ordinance  includes  a  significant  amount  of 
detail  regarding  the  requirements  and  operations  of  the  program: 

1.  Reduces  the  grant  payment  for  only  the  General  Assistance  Program  from  S345  to  S279  for  an  individual. 

2.  Increases  the  asset  allowance  to  $2,000  to  be  earned  over  from  SSI  or  the  earned  income  disregard  program. 


3.  Codifies  the  current  DHS  rule  that  proper  identification  for  estabhshing  ehgibility  includes  a  U.S.  passport  or  INS 
documentation  and  a  Social  Security  number. 

4.  Allows  short  term  case  recipients  receiving  income  to  receive  cash  aid  instead  of  in-kind  aid. 

5.  Makes  ineligible  for  aid,  persons  convicted  of  drug  felonies  involved  in  possession,  use  or  distribution  of  controlled 
substances  (if  part  of  a  CalWORKs  assistance  unit),  fleeing  felons  and  persons  who  have  been  receiving  aid  through 
TANF  for  60  months. 

6.  Changes  the  definition  of  a  family  unit  for  purposes  of  establishing  maximum  aid  payments,  to  include  a  spouse, 
domestic  partner  and  children  under  18.  The  existing  ordinance  defined  family  as  persons  related  by  the  first  degree 
of  consanguinity.  This  change  will  conform  the  Administrative  Code  with  current  departmental  practice. 

7.  Changes  the  method  of  determining  the  value  of  free  housing  from  fair  market  value  to  the  table  on  "income  in  kind" 
when  computing  the  reduced  aid  amount. 

Other  significant  changes  are  discussed  in  the  policy  issue  section  of  this  report. 

POLICY  ISSUES 

The  main  policy  issues  for  the  Board  to  consider  are; 

1 .  Whether  to  create  new  discretionary  programs  that  will  require  the  Department  of  Human  Serv  ices  to 
increase  the  level  of  case  management  and  vocational  services  for  the  indigent  adult  population. 

2.  At  what  level  to  set  and  adjust  the  grant  for  the  General  Assistance  Program. 

3.  Whether  to  make  the  indigent  adult  programs  for  employable  recipients  equitable  with  the  requirements  of 
the  CalWORKs  program. 


1.  CREATION  OF  NEW  JOB  TRAINING  PROGRAM  &  OTHER  DISCRETIONARY  PROGRAMS 

Is  there  sufficient  capacity  in  the  job  market  for  the  indigent  adult  as  well  as  the  CalWORKs  recipients 

There  are  over  12,000  adults  in  the  caseload  of  the  General  Assistance  program.  DHS  estimates  that  8,668 
would  be  eHgible  for  the  PAES  or  general  assistance  programs  but  only  4,768  would  be  considered  employable 
now.  In  addition,  The  CalWORKs  program  has  5,440  recipients  that  must  be  working  within  24  months. 

The  Employment  Development  Department  (EDD)  issued  occupational  projections  which  estimate  the  growth 
within  certain  job  classifications  in  San  Francisco  between  1994  and  2001.  In  the  occupations  with  the  greatest 
job  grow1;h  13,100  new  jobs  are  projected.  Approximately  9,000  of  these  estimated  jobs  are  non-managerial  or 
non-  professional.  The  estimated  growth  in  the  type  of  jobs  that  require  lower  skilled  employees  is 
approximately  3,700,  however  1,130  are  electronic  data  processing  jobs  that  require  persons  with  training.  In 
addition  DHS  indicates  that  there  is  high  turn  over  in  many  jobs  which  will  provide  additional  placement 
opportunities. 

Despite  the  projected  9.3%  overall  growth  in  jobs  during  this  period,  the  estimated  number  of  new  jobs  in  San 
Francisco  probably  cannot  absorb  the  entire  "employable"  public  assistance  population  of  10,000  -  14,000  that 
need  to  find  employment  within  the  next  two  years.  Job  turn  over  should  provide  more  job  availability,  EDD 
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estimates  that  job  growth  combined  with  job  turn  over  could  provide  49,000  job  openings.  Regionally  there 
may  be  additional  job  opportunities  for  G.A/PAES  recipients  and  CalWORKs  recipients  and  DHS  plans  to 
contract  with  the  San  Francisco  Urban  Institute  to  conduct  further  studies  of  future  job  growth  for  this 
population. 

What  are  the  results  of  the  job  training  programs  that  have  been  utilized  with  this  population 

Currently  DHS  operates  the  voluntary  GATES  program  which  is  available  to  recipients  of  General  Assistance. 
That  program  provides  vocational  support  services  such  as  resume  development  and  soft  skills  training  but  not 
direct  job  training.  There  are  855  participants  in  the  program  this  year.  The  total  number  of  persons  employed 
to  date  has  been  141  or  16%  of  the  total  with  an  average  wage  of  $8.21  hour.  Last  year  the  total  number  of 
persons  employed  was  204.  The  department  has  10  staff  dedicated  to  this  program.  The  Workfare  program 
includes  1000  recipients  who  work  in  City  departments  doing  custodial  types  of  work  and  600  working  in  non- 
profit advocacy.  DHS  has  provisions  for  an  Employer  Subsidy  program  but  this  has  not  been  well  utilized  by 
employers  According  to  DHS  this  is  because  employers  prefer  trained  workers  rather  than  a  subsidy  for 
untrained  workers. 

The  Private  Industry  Council  is  in  the  second  year  of  the  Federally  funded  "Homeless  Employment 
Collaborative"  program  serving  and  training  393  adults,  46%  of  the  participants  are  in  the  General  Assistance 
program.  According  to  the  PIC's  report  on  the  first  year  of  the  program,  the  program  has  placed  1 69 
I   participants  (  43%)  )  into  unsubsidized  employment  at  an  average  wage  of  $7.92  hour.  The  cost  per  participant 
placement  is  $  3,577.  Performance  outcomes  are  placed  on  each  of  the  non-profit  organizations  contracting 
under  this  program.  Actual  payments  to  contractors  is  based  on  the  percentage  of  goals  met.  Tying  "pay  for 
performance"  may  be  an  effective  tool  to  use  for  contractors  working  in  the  proposed  DHS  program. 

The  programs  re-define  eligibility  for  aid 

The  proposed  programs  allow  coverage  to  indigent  persons  not  specified  in  the  existing  general  assistance 
ordinance  including;  students  who  have  student  loans  and  also  comply  with  requirements  of  G.A.  and  PAES 
and  persons  receiving  Medi-Cal  but  no  longer  eligible  for  SSI  (CALM  program).  In  addition  the  programs 
include  language  regarding  the  eligibility  of  minor  children  (G.A.  Section  20.56) 

Students 

!  Proposed  change  allows  student  loans  that  are  utilized  for  tuition  and  books,  to  be  exempted  from  program 

i   income  hmits  in  both  the  General  Assistance  and  PAES  programs.  In  the  existing  program,  students  ha\  e  been 

j  presumed  as  ineligible  for  General  Assistance  unless  they  provide  evidence  to  rebut  the  presumption  that  they 

,  were  not  seeking  full  time  employment.  Does  disregarding  loan  income  potentially  open  up  the  pool  of 

i   students  who  could  also  successfully  rebut  presumed  ineligibility  ?  DHS  states  that  current  practice  is  to 

1  exempt  tuition.  If  the  reason  to  include  this  income  exemption  is  to  encourage  recipients  to  seek  education  and 

training  ,  then  it  is  reasonable  to  limit  this  exemption  to  the  PAES  program?  DHS  prefers  to  maintain  this 

income  exemption  for  all  programs. 

Medi-Cal 

The  CALM  program  will  link  aged,  blind  and  disabled  persons  eligible  for  Medi-Cal  but  not  for  SSI,  to  the  new 
indigent  safety  net  program.  The  department  anticipates  that  a  majority  of  the  eligible  persons  will  be  legal 
1  immigrants  that  cannot  qualify  for  SSI  due  to  their  immigration  status.  The  proposed  CALM  program 
I  differentiates  this  population  from  the  General  Assistance  population  by  providing  the  higher  grant  level  among 
some  other  program  requirements.  Eligibility  would  be  determined  by  the  Medi-Cal  staff  so  that  recipients  don't 
have  to  go  through  a  G.A.  application  process  and  so  that  DHS  can  claim  federal  revenue..  DHS  anticipates  a 
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slow  growth  in  this  caseload,  however  growth  that  occurs  in  this  program  is  largely  the  result  of  changes  in 
Federal  law.  The  resulting  shift  of  costs  from  the  Federal  Government  to  county  governments  is  fairly 
uncontrollable  for  immigrants  who  do  not  have  sponsors,  due  to  statutory  requirements  in  California. 

Children 

General  Assistance  is  a  program  for  indigent  adults  but  DHS  has  always  included  minor  children  within  a 
family  unit  despite  inconsistent  language  in  the  ordinance.  The  proposed  General  Assistance  Program  specifics 
that  aid  and  services  shall  be  granted  to  "any  person  under  the  age  of  18,  living  with  and  applying  w  ith  their 
parents  for  aid,  if  that  person  was  never  eligible  for  TANF/CalWORKs"  (Section  20.56).  The  City  Attorney 
states  that  the  intent  is  not  to  create  separate  eligibility  for  a  child  to  apply  on  his/her  own  but  would  clarify  that 
minor  children  can  be  included  in  receiving  aid  under  the  family  unit.  However  the  language  which  is  included 
in  the  section  on  "eligibility,  should  be  amended  to  clarify  the  departments  intent. 

I  Summary:  Issues  Regarding  Indigent  Adult  Programs 

;  Three  issues  were  raised  in  this  section: 

•  The  capacity  of  the  job  market  to  employ  a  significant  number  of  public  assistance  recipients 

•  The  results  of  existing  job  training  programs 

•  The  potential  increase  in  caseload  due  to  changes  in  local  and  federal  regulations. 

There  are  job  training  programs  that  place  General  Assistance  recipients  in  jobs.  Such  programs  have  been 
operated  through  DHS  and  the  PIC  utilizing  job  development  contractors.  .  The  programs  placed  between 
16%-43%  of  the  participants.  The  PIC  programs  had  a  slightly  higher  placement  rates  which  might  be  due  to 
implementing  pay  for  performance  with  their  contractors.  Enhanced  case  management  and  vocational  ser\  ices 
for  this  population  might  improve  these  placements  rates  but  the  growth  in  new  jobs  in  San  Francisco  is  not 
projected  to  surpass  the  numbers  of  employable  persons  on  public  assistance.  Due  to  the  work  participation 
requirements  of  CalWORKs,  it  is  important  not  create  too  much  competition  for  the  same  jobs.  Yet  with  an 
I  overall  9.3%  growth  rate,  high  turn  over  and  a  low  unemployment  rate  of  5.6  %,  this  current  economic  upswing 
may  provide  the  best  opportunity  to  try  moving  the  employable  General  Assistance  population  to  work. 

The  revised  G.A.  program  and  the  new  programs  may  cover  more  categories  of  persons  than  in  the  past.  The 
;  change  of  income  exemptions  may  allow  more  students  in  the  program.  Persons  no  longer  eligible  for  SSI.  have 
I  already  begun  to  be  enrolled  in  the  indigent  adult  programs  due  to  federal  law  changes  and  the  proposed 
I  expedited  application  procedures.  Children  will  be  eligible  for  aid  within  a  family  unit  but  not  individually. 

j  2.  GENERAL  ASSISTANCE  GRANT  LEVELS 

State  General  Assistance  law  allows  counties  to  adopt  a  standard  of  aid  for  grant  setting,  that  is  equal  to  62% 
percent  of  the  1991  Federal  poverty  levels.  In  certain  circumstances  counties  in  fiscal  distress,  can  apply  for 
relief  and  lower  the  grant.  According  to  DHS,  San  Francisco  at  one  time  tied  G.A.  grant  levels  to  AFDC  but 
locally  approved  cost  of  living  adjustments  and  State  actions  have  caused  the  two  grant  levels  to  differ 
significantly.  The  State  also  sets  the  TANF/CalWORKs  grant  levels  based  on  a  minimum  standard  of  care. 

In  an  effort  to  create  uniformity  for  the  two  State  mandated  aid  programs  G.A.  and  TANF/CalWORKs,  DHS 
I  has  requested  establishing  the  same  grant  levels.  The  Coalition  on  Homelessness  believes  that  the  TANF 
'  grant  level  for  a  single  person  is  based  on  a  single  child  who  would  not  be  paying  rent  under  TANF,  and 

therefore  such  a  grant  level  is  inadequate  for  a  single  adult  who  must  pay  rent.  DHS  that  the  single  grant  can  be 
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for  a  child  only  or  a  pregnant  woman.  The  current  G.A.  program  grant  does  not  correspond  well  to  the  rental 
market  in  San  Francisco  and  DHS  has  tried  to  address  that  through  contracts  with  non-profit  housing  providers 
such  as  Tenderlion  Housing  and  the  Supplemental  Rent  program,  which  provides  two  party  checks  between 
recipients  and  the  housing  provider  when  the  rent  exceeds  the  grant  level.  Previous  attempts  by  DHS  to 
implement  direct  housing  payment  programs  (Proposition  N)  have  not  been  well  received  by  homeless 
advocates,  indicating  the  priority  concern  is  not  ability  to  pay  rent  but  rather  an  ability  to  maintain  discretion  to 
utilize  cash  aid. 

Both  from  the  viewpoint  of  equity  and  uniformity  of  the  General  Assistance  and  CalWORKs  programs, 
establishing  the  same  grant  level  makes  sense.  Even  though,  the  Statewide  minimum  standard  of  care  may  not 
account  for  the  higher  cost  of  living  within  the  City  of  San  Francisco,  DHS  has  indicated  that  all  G.  A.  eligible 
recipients  will  be  able  to  enroll  in  PAES  which  has  a  higher  grant  level. 

Automatic  Cost  of  Living  Adjustments 

The  new  language  proposed  for  all  of  the  programs,  requires  a  cost  of  living  increase  in  the  grant  amount  when 
such  an  increase  is  implemented  by  the  State  for  the  TANF/CalWORKs  program.  This  would  replace  the 
existing  G.A.  language  which  requires  a  COLA  adjustment  based  on  an  increase  as  well  as  a  decrease  in  the 
percentage  change  in  the  cost  of  living  as  adopted  by  the  State  for  TANF. 

However,  the  existing  ordinance  contains  a  provision  which  suspends  this  requirement  altogether  during  fiscal 
year  1997-98.  If  the  Board  would  like  to  suspend  the  cost  of  living  adjustment  for  fiscal  year  1998-99,  it  may 
want  to  consider  doing  that  at  this  time.  If  the  Board  takes  no  action,  a  cost  of  living  increase  would  only  occur 
if  the  State  Legislature  provided  a  such  an  increase  for  the  TANF/Cal  WORKS  program.  DHS  indicates  that  the 
cost  of  living  suspension  was  not  recommended  by  the  Human  Services  Commission  this  year. 

3.  PROGRAM  EQUITY  ISSUES:  INDIGENT  ADULT  PROGRAM  AND  CalWORKs 

DHS  has  stated  that  it  is  concerned  about  fairness  and  equity  in  program  requirements  for  CalWORKs  recipients 
and  General  Assistance  recipients  and  that  concern  is  prompting  some  of  the  changes  proposed  particularly  \\  ith 
the  new  PAES  program. 


CalWORKs 

Work  requirements 

j  Under  CalWORKs,  parents  are  required  to  meet 
I  certain  work  participation  goals  in  order  to  receive 
j  their  grant.  Within  1 8-24  months  they  must  find 
!  job  placements  for  26  hours  a  week. 


Time  limits 

CalWORKs  grants  are  time  limited  to  1 8-24  months 
with  a  lifetime  of  60  months,  and  the  recipient  is 
required  to  participate  in  job  training  and  education 
for  26  hours  a  week. 


G.A.,  PAES,  SSIP,  CALM 


General  Assistance  recipients  classified  as 
employable  have  been  required  to  register  with  the 
Employment  Development  Department  and  pcrfonn 
workfare  assignments  as  required  by  DHS.  PAES 
participants  will  develop  a  plan. 

Persons  in  G.A.  and  PAES  do  not  have  time  limits 
on  grants  however  there  is  a  lifetime  services  limit 
of  27  months  under  the  PAES  program.  Many  other 
counties  in  the  region  are  time  limiting  General 
Assistance  recipients  to  3  -5  months. 


Ineligibility 

The  CalWORKs  program  includes  provisions  which 
deny  eUgibihty  to  person  convicted  of  drug  felonies, 
fleeing  felons  and  families  that  have  reached  a  60 
month  limit  on  CalWORKs. 


Includes  the  State  provisions  that  deny  eligibility  to 
persons  convicted  of  drug  felonies  (in  CalWORKs 
unit),  fleeing  felons  and  families  that  have  reached  a 
60  month  limit  on  CalWORKs. 


Income  Disregard  Program 

All  programs  have  an  "Earned  Income  Disregard  Program"  however  the  CalWORKs  program  and  the  County 
program  are  not  "calibrated"  by  the  same  percentages,  resuhing  in  certain  inequities  between  recipients  who 
work  and  receive  a  partial  grant.    These  programs  disregard  a  certain  amount  of  income  when  determining  the 
grant  amount  within  the  program. 


The  CalWORKs  program  disregards  the  first  $225 
of  income  and  then  50%  of  the  remainder  of  the 
income. 


The  San  Francisco  program  disregards  the  first  S200 
then  67%  of  the  next  $150,  50%  of  the  next  SI  50, 
33%  of  the  next  $150.  According  to  an  example 
provided  by  DHS  the  local  disregard  program  is 
more  favorable: 


Two  Member  Family  Unit 


PROGRAM 

CalWORKs 

GA,  PAES,  SSIP, 
CALM 

Earned  income 

$488 

$488 

Grant  amount 

$324 

$448 

Total 

$812.00 

$936.00 

Comments  on  equity: 


Neighborhood  Legal  Assistance  questioned  the  logic  of  imposing  certain  State  eligibility  provisions  on 
discretionary  county  programs  (PAES,CALM,SSIP).  During  the  negotiations  over  the  TANF  legislation  with 
the  State  legislature,  counties  opposed  the  provisions  that  denied  TANF  benefits  to  convicted  drug  felons 
because  of  the  impact  that  could  have  on  county  general  assistance  programs.  Drug  felons  convicted  after 
December  31,  1997  and  part  of  a  CalWORKs  unit,  are  not  eligible  for  General  Assistance  or  discretionary 
programs.  Also  although  clearly  a  problem  in  the  future,  the  Board  may  want  to  review  whether  it  makes  sense 
to  include  in  PAES  those  persons  that  have  exhausted  their  CalWORKs  grant  since  the  training  provided  by 
PAES  is  unlikely  to  be  more  effective  than  that  which  is  provided  under  CALWORX.  The  Director  of  DHS  can 
waive  these  requirements  for  individuals. 

OTHER  ISSUES  OF  FAIRNESS 

Support  by  Relatives 

State  General  Assistance  law  requires  the  City  and  County  to  relieve  and  support  persons  who  are  not  supported 
by  their  relatives  or  friends,  by  their  own  means  or  State  hospitals  or  institutions.  The  existing  San  Francisco 
ordinance  is  consistent  with  these  principles.  The  proposed  language  would  remove  the  requirement  that  an 
applicant  seek  support  of  relatives.  Although  this  requirement  is  in  the  W  &  I  Code,  the  City  Attorney's 
Office  states  it  is  not  enforceable  under  case  law  and  therefore  removed  the  language  from  the  proposed 
ordinance.  The  Board  may  want  to  consider  inclusion  of  the  principle  that  persons  must  seek  support  from 
relatives  prior  to  requesting  assistance  from  the  City. 

Impact  of  longer  sanctions  periods 

Failure  to  comply  with  PAES  requirements  could  lead  to  a  loss  of  the  PAES  grant  for  60  -  90  days,  although  a 
person  would  be  eligible  for  the  proposed  lower  G.A.  grant.  Because  the  income  differential  between  PAES 
and  G.A.  is  $66  for  a  individual,  a  substantial  income  reduction  could  impact  the  ability  for  someone  to  retain 
housing  during  the  sanction  period.  The  program  does  allow  a  person  under  sanction  in  PAES,  to  participate  in 
the  Supplemental  Rent  Payment  program  which  will  pay  for  rents  up  to  the  maximum  grant  le\  el.  Therefore 
such  sanctions  will  not  necessarily  cause  a  person  to  lose  housing,  however  it  would  result  in  a  loss  of  cash  aid. 
The  sanction  period  is  discretionary  and  is  one  measure  to  enforce  compliance  with  PAES.  Because  the  City  is 
making  a  financial  investment  in  this  training  program,  failure  to  comply  reduces  the  benefit  to  both  the 
department  and  the  recipient.  Reducfion  of  the  grant  and  the  services  during  the  sanction  period  could  be  seen 
as  a  method  of  offsetting  the  lost  benefit  to  the  department. 
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2.  SET  AND  ADJUST  THE  GRANT  FOR  THE  ADULT  INDIGENT  AND  GENERAL  ASSISTANCE 
PROGRAMS 

Options 

A.  Adopt  the  proposed  General  Assistance  Ordinance 

This  will  conform  the  maximum  grant  levels  in  the  G.A.  program  with  the  TANF/CalWORXs  grant  levels  thereby 
reducing  the  existing  maximum  grant  level. 

B.  Amend  the  Cost  of  living  provisions  in  all  proposed  ordinances. 

Amend  the  proposed  provisions  to  suspend  the  cost  of  living  adjustment  provisions  for  fiscal  year  1998-99. 

If  the  Board  takes  no  action,  a  cost  of  living  increase  would  only  occur  if  the  State  Legislature  provided  a  such  an 

increase  for  the  TANF/CalWORKs  program. 

C.  Disapprove  the  grant  reduction  sections  of  the  General  Assistance  Ordinance 

The  Board  could  consider  a  number  of  options  including: 

1 .  Continuing  the  same  maximum  grant  level  as  now  received  but  implement  the  sections  of  the  ordinance  to  require 
recipients  to  go  into  direct  housing  payment  program.  This  issue  was  in  litigation  previously  and  might  ultimateK 
end  up  back  in  court. 

2.  Establish  a  minimum  standard  of  care  for  San  Francisco  and  set  the  maximum  grant  on  that  amount.  This  \\  ould  ha\  e 
an  unknown  fiscal  impact  and  could  result  in  adjusted  maximum  grant  levels.  The  maximum  grant  could  be  offset  by 
in-kind  aid. 

3.  Implement  a  direct  housing  payment  program  if  the  standard  of  care  exceeds  the  current  grant  levels  due  to  the  higher 
cost  of  housing  in  San  Francisco. 

3.  ADRESS  OTHER  AREAS  OF  EQUITY  AND  FAIRNESS  WITHIN  THE  INDIGENT  ADULT  PROGRAMS 
AS  WELL  AS  WITH  THE  CalWORKs  PROGRAM. 

OPTIONS 

A.  Possible  amendments: 

1.  Amend  the  PAES  and  General  Assistance  programs  to  include  time  limits  pursuant  to  State  law.  Time  limits  may 
cause  out  migration  of  recipients,  thereby  reducing  the  caseload  for  certain  periods.  Such  a  time  limit  could  have 
unknown  impacts  on  the  ability  of  recipients  to  maintain  housing  and  could  result  m  more  demand  for  shelter  beds. 
DHS  believes  it  would  lead  to  acute  deprivation  and  distress.  Time  limits  would  likely  limit  the  ability  to  successfully 
train  recipients  enrolled  in  PAES. 

2.  Amend  the  ordinances  to  conform  the  Earned  Income  Disregard  Program  so  that  it  is  not  more  fa\  orable  to  indigent 
adults  than  it  is  to  the  CalWORKs  recipients.  Such  a  change  from  the  current  program  may  reduce  some  incentive  to 
work  more  hours.  It  Could  decrease  cost  to  the  City  through  lowering  the  amounts  of  grants. 

3.  Amend  the  ordinances  to  include  within  the  principles  of  the  programs  that  applicants  must  seek  support  from 
relatives  prior  to  requesting  assistance  from  the  City. 


 COMPARISON  OF  COUNTY  GENERAL  ASSISTANCE  PROGRAMS  

County/City  [Maximum  Grant    |  |  Caseload  ~~~]  [Time  Limits  |  [Sanction  Period 


San  Francisco 

$345 

12,920 

No 

Yes 

Alameda 

$221 

5,400 

Yes  -  3  months 

Yes 

Contra  Costa 

$  279-311 

2,231 

Yes  -  3  months 

Vcs 

Marin 

$307 

207 

No 

Napa 

$  380  (vouchers) 

34 

No 

No 

San  Mateo 

$  259-299 

560 

Santa  Clara 

$285 

2,600 

No 

No 

Solano 

$221 

537 

Yes  -  3  months 

^^es 

Sonoma 

$279 

400 

Yes  -  3  months 

Yes 

Los  Angeles 

$  221  +$55clothing 

80,000 

Yes  -  5  months 

No 

Sacramento 

$201  +  $20transport 

6,400 

Yes  -  3  months 

Yes 

Source:  S.F.  Department  of  Human  Services 


Analysis  Prepared  by:  Gail  Feldman,  Chief  Legislative  Analyst 
(415)  554-7784 


SAN  FRANCISCO'S  FOUR  PROPOSED  INDIGENT  ADUL  l  1M<()(.I^\MS 


GA 

General  Assistance  will  remain  the  county  safety  net  program.  It  is  designed  for  recipients  who 
do  not  choose  to  participate  in  employment  services  and  are  ineligible  for  CALM  and  SSIP.  The 
grant  structure  for  persons  on  GA  is  proposed  to  parallel  CalWORKs'  grant  structure.  The 
monthly  grant  for  a  single  adult  on  GA  is  proposed  to  be  $279  per  month.  In  exchange  for  the 
grant,  GA  participants  will  be  expected  to  participate  in  workfare  for  the  number  of  hours  equal 
to  the  grant  divided  by  minimum  wage.  It  is  proposed  that  GA  recipients  who  are  housed  and 
whose  housing  cost  exceeds  $279  per  month  will,  at  their  request,  be  eligible  to  receive  a  two- 
party  check  payable  jointly  to  the  client  and  the  landlord  to  cover  their  rental  costs,  up  to  $345  pc 
month. 

Changes  and  Improvements  to  the  Adult  Programs 

Several  proposed  changes  to  the  current  General  Assistance  Program  are  of  benefit  to  our 
recipients  and  are  the  result  of  direct  community  input  received  ov(.r  the  years.  These  changes 
will  apply  to  all  four  proposed  programs. 

In  response  to  the  high  housing  costs  in  San  Francisco,  DHS  proposes  to  assign  the  value  of  free 
housing  according  to  the  Free  Room  and  Board  Chart  rather  than  fair  market  value.  This  will 
allow  adult  recipients  with  free  housing  to  receive  a  higher  monthly  grant  than  under  the  current 
program.  In  addition,  we  are  proposing  to  allow  rental  payments  up  to  recipients"  total  monthl> 
income  and/or  assets,  rather  than  up  to  the  maximum  monthly  grant  amount.  This  will  allow 
recipients  to  receive  a  monthly  grant  while  paying  more  than  $345  per  month  in  rent. 

To  promote  work  among  our  clients  and  to  help  recipients  move  toward  self-sufflcienc} ,  we  are 
proposing  to  exempt  Income  Tax  refunds  (including  those  resulting  from  the  Earned  Income  Tax 
Credit)  from  consideration  as  income  or  resources.  As  a  result,  working  clients  w  ill  not  see  their 
monthly  grants  reduced  upon  receipt  of  income  tax  refunds. 

Additionally,  in  our  new  Count}'  programs  we  have  proposed  that  there  w  ill  be  no  sanctions  for 
CALM  and  SSIP  recipients. 

Next  Steps  -  Operational  Plan  Development 

The  Department  of  Human  Services  will  develop  a  detailed  Operational  Plan  that  w  ill  outline  the 
policies  and  practices  of  the  programs.  The  plan  w  ill  address  the  multiple  issues  that  are  central 
to  both  program  operations  and  the  ser\  ice  delivery  system  for  clients.  DHS  believes  that  the 
input  and  participation  of  community  and  advocacy  groups  are  essential  in  the  dev  elopment  of  th 
Operational  Plan  and  anticipates  working  closely  with  them  in  drafting  this  document. 

The  items  that  w  ill  be  addressed  in  the  Operational  Plan  include  the  following: 

•  Grievance  procedure 

•  Exemptions,  good  cause  determination,  and  conciliation 

•  Program  enrollment  process 

•  Appraisal  and  assessment  process 

•  Development  of  Participant  Emplo\abilit>-  Plan  (Welfare  to  Work  Plan) 

•  Case  management  process 

«  Delivery  system  for  employment  services 

•  Delivery  s\stem  for  supportive  services 


SAN  FRANCISCO^S  FOUR  PROPOSED  INDIGFNT  ADULT  PROGRAMS 


CALM 

Cash  Assistance  Linked  to  Medi-Cal  is  only  available  to  indigent  adults  who  are  in  receipt  of 
Medi-Cal  benefits.  Such  persons  would  either  have  alread>  been  determined  permanently 
disabled  by  the  State  Disability  Evaluation  Division,  or  be  at  least  65  years  of  age.  The  monthl\ 
grant  for  a  single  adult  on  CALM  would  be  $345  per  month. 

SSIP 

Supplemental  Security  Income  Pending  is  available  to  indigent  adults  who  ha\  e  a  medical 
verification  from  a  licensed  medical  provider  that  they  have  a  disabilitv  w  hich  eiiher  has  lasted, 
or  is  likely  to  last,  12  months  or  more.  They  would  be  required  to  apply  for  SSI  and  to  pursue  all 
Social  Security  Administration  requirements  related  to  their  SSI  application.  The  monthly  grant 
for  a  single  adult  on  SSIP  would  be  $345  per  month. 

PAES 

All  employable  and  temporarily  unemployable  indigent  adults  who  are  not  eligible  for  either 
CALM  or  SSIP  are  eligible  for  Personal  Assisted  Employment  Program  (PAES).  Individuals 
with  a  verified  medical  condition  of  less  than  12  months  in  duration  may  be  eligible  to  PAES  as 
employable  participants;  however,  they  would  be  exempt  from  participation  in  employment 
services  until  such  time  as  their  temporary  medical  condition  has  been  alleviated.  The  monthly 
grant  for  a  single  adult  on  PAES  would  be  $345  per  month. 

Employment  and  Supportive  Services  for  PAES  Recipients 

The  goal  of  the  PAES  is  to  provide  the  education,  training,  and  supportive  services  necessar\  to 
assist  single  adults  find  employment  and  become  self-sufficient.  To  this  end.  the  Department  of 
Human  Services  will  provide  the  following  services  to  PAES  program  participants. 

Employment  Services 

•  Job  training  and  career  counseling 

•  Vocational  training  courses  and  vocational  rehabilitation 

•  Supervised  job  search 

•  An  expanded  Work  Experience  Project  of  paid  employment  w  ith  ancillary  employment 
services 

•  GED  preparation  and  English  as  a  Second  Language  (ESL)  classes 

•  Skills  building  workshop  for  those  able  to  work  in  a  transitional'sheltered  setting 

Supportive  Services 

•  Increased  psychological  assessment  in  triage  to  better  determine  participants*  suitabilirv 
to  W'ork 

•  New  employment  specialist  staff  and  intensi\  e  case  management 

•  Substance  abuse  and  mental  health  counselors  on  site  to  help  assess  participants"  needs 

•  Substance  abuse  and  mental  health  treatment  for  participants 

•  Vocational  rehabilitation  counseling 

•  Workfare-ombudsperson 

•  Transportation  -  Muni  fast  passes  and  tokens  for  clients 


County  Adult  Assistance  Program  Caseload  Estimates 

■  CALM 


*  A  recipient  is  temporarily  unemployable  if  the  disabling  condition  lasts  less  than  12  months, 
after  which  the  recipient  will  receive  PAES  employment  services. 

Cpunty  Adult  A$$i$tancg  PrQgrgmg 


Caseload 

Percent 

CALM 

1,872 

15% 

SSIP 

2,304. 

.18% 

PAES/GA  Employable 

4,768 

37% 

PAES  Temporarily  Unemployable 

3,900 

30% 

Total  PAES/GA 

8,668 

67% 

TOTAL  (PAES/GA,  CALM,  SSIP) 

12,844 

100% 

*  Total  caseload  is  based  on  actual  cases  paid  aid  in  January  1998 

*  Breakdown  into  the  various  programs  is  based  on  current  caseload  demographics 

*  Projections  assume  all  persons  not  eligible  for  CALM  or  SSIP  will  enroll  in 
the  PAES  program. 


SF  DHS 
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MAXIMUM  GENERAL  ASSISTANCE  GRANT  AMOUNT 

Single  Individual   (($345))  $279 

Number  of  Eligible  Persons  in  Same  Family 

2  Persons   •  ( ($567) ) S^iU 

3  Persons   (($703))^^^ 

4  Persons   (($834))^£Z1 

5  Persons   (($952))^!^ 

6  Persons   {($1070))SM1 

7  Persons   (($1175))SM^ 

8  Persons   (($1281))^Jjm 

9  Persons   (  ($1388)  )  Hill 

10  Persons   *  (  ($1508 )  )  Hll^ 


PAES,  SSIP  and  CALM 

Single  Individual   $345 

Number  of  Eligible  Persons  in  Same  Family 

2  Persons    $567 

3  Persons    $703 

4  Persons   *.   $834 

5  Persons    $952 

6  Persons    $1070 

7  Persons    $1175 

8  Persons    $1281 

9  Persons   $13  88 

10  Persons   .  $1508 
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TABLE  4 

OCCUPATIONS  WITH  THE  GREATEST  ABSOLUTEJOB  GROWTH  (1) 
1994  -  2001 

 SAN  FRANCISCO  COUNTY  


CA 
OES 

ANNUAL  AVERAGES 

ABSOLUTE 

PERCENT 

CODE 

OCCUPATION 

1994 

20O1 

CHANGE 

CHANGE 

251020 
6700SO 
630470 
100050 
650080 

SYSTEMS  ANALYSTS-ELEC  DATA  PROG 
OANITORS.  CLEANERS-EXCEPT  MAJDS 
GUARDS  AND  WATCH  OUARDS 
GENERAL  MANAGERS.  TOP  EXECUTIVES 
WAITERS  AND  WAITRESSES 

2.940 
10.160 

5,930 
15,420 

7.470 

4.070 
11.180 

Q.870 
16.240 

8.280 

1.130 
1.030 
fttfO 

810 

38.4% 
10.1% 
15.9% 

5-3% 
10.8% 

553050 
221270 
490230 
130020 
430140 

RECEPTIONISTS,  INFORMATION  CLERKS 

COMPUTER  ENGINEERS 

CASHIERS 

FINANCIAL  MANAGERS 

SALES  AGENTS-FINANCIAL  SERVICES 

6,880 
890 
9.170 
5,410 
3.450 

6.570 
1.500 
9.780 
5.960 
3.980 

690 

(Bl?) 
610 

530" 

11.7% 
68.5% 
8.7% 
10.5% 
16.4% 

490112 
316211 
531230 
130110 
130170 

SALESPERSONS  •  RETAIL(NON-V£HlCLE) 
INSTRUCTIONAL  AIDES 
ADJUSTMENT  CLERKS 
MKTING.  ADV,  PUB^EL  MANAGERS 
ENGINEER.  MATH,  AND  NAT  SCI  MGRS 

16,760 
3.590 
2,610 
3,000 
2,230 

17.200 
4.020 
3,010 
3.370 
2,600 

430^ 

;400 

(370 

2.6% 
12.0% 
15.3% 
12.3% 
16.6% 

150261 
660110 
851320 
313050 
650260 

FOOD  SERVICE  MANAGERS ' 
HOME  HEALTH  CARE  WORKERS 
MAINT  REPAIRERS.  GENL  UTILITY 
TEACHERS^ELEMENTARY  SCHOOL 
COOKS-RESTAURANT 

1,200 
650 
3.810 
5,360 
3,030 

1.640 
930 
4.080 
5,610 
3.280 

3^0) 
280 
270 

•m: 

250 

28.3% 
43.1% 
7.1% 
4.7% 
8.3% 

989020 
340350 
895020 
340510 
490260 

HAND  PACKERS  AND  PACKAGERS 
ARTISTS  AND  RELATED  WORKERS 
PATTERNMAKERS  AND  LAYOUT  WORKERS 
MUSICIANS-INSTRUMENTAL 
TELEMARKETERS.  SOUCITORS  &  RELATED 

2,440 
1.170 
5S0 
1.390 
1,670 

2.670 
1,390 
800 
1.590 
1,860 

230 
220 
220 
200 
190 

9-4% 
18.8% 
37.9% 
14.4% 
11.4% 

211140 
551080 
630140 
630170 
971050 

ACCOUNTANTS  AND  AUDITORS 
SECRETARIES,  GENERAL 
POUCE  PATROL  OFFICERS 
CORRECTION  OFFICERS,  JAILERS 
TRUCK  DRIVERS.  UGHT 

6.440 
13.560 
1.160 
490 
3.630 

6.620 
13.740 
1,340 
670 
3.810 

"180 
180 
180 
180 
180 

2.8% 
1.3% 
15.5% 
38.7% 
5.0% 

TOTAL  OF  THESE  OCCUPATIONS 

141,480 

154,580 

13,100 

9.3% 

(1)  Excludes  not  elsewhere  classified  (NEC)  categories. 
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TABLE  7 

OCCUPATIONS  WITH  THE  MOST  OPENINGS 

( 1  ) 

(GROWTH  AND  SEPARATIONS) 

1994   -  2001 

SAN  FRANCISCO  COUNTY 

CA 

OES 

JOB 

CODE 

OCCUPATION  ( 

DPENINC 

490112 

SALESPERSONS  -  RETAIL ( NON-VEHICLE 

4,  460 

490230 

CASHIEBS 

3,  910 

650090 

WAITERS  AND  WAITRESSES 

3,  530 

190050 

GENEE^AL  MANAGERS,    TOP  EXECUTIVES 

3,  040 

670050 

JANITORS,    CLEANERS--EXCEPT  MAIDS 

2,  500 

553470 

GENERAL  OFFICE  CLERKS 

2,050 

650170 

COUNTER  ATTENDANTS- -FOOD 

1,  990 

551080 

SECRETARIES,  GENERAL 

1,  BIO 

630470 

GUARDS  AND  WATCH  GUARDS 

1,800 

553050 

RECEPTIONISTS,    INFORMATION  CLERKS 

1,  620 

251020 

SYSTEMS  ANALYSTS--ELEC  DATA  PROC 

1,  34  0 

130020 

FINANCIAL  MANAGERS 

1 ,  290 

211140 

ACCOUNTANTS  AND  AUDITORS 

1,  070 

313050 

TEACHERS --ELEMENTARY  SCHOOL 

980 

650260 

COOKS --RESTAURANT 

920 

430140 

SALES  AGENTS--FINANCIAL  SERVICES 

900 

531020 

TELLERS 

890 

490080 

SALES  REPS,    NON-SCIENTIFIC  EX  RET 

64  0 

130110 

MKTING,  ADV,   PUB-REL  MANAGERS 

820 

851320 

MAINT  REPAIRERS,    GENL  UTILITY 

620 

315211 

INSTRUCTIONAL  AIDES 

780 

325020 

REGISTERED  NURSES 

760 

650140 

DINING  RM  ATTENDANTS,    BAR  HELPERS 

760 

670020 

MAIDS  AND  HOUSEKEEPING  CLEANERS 

720 

130170 

ENGINEER,    MATH,    AND  NAT  SCI  MGRS 

710 

251051 

COMPUTER  PROGRAMMERS,    INCL  AIDES 

700 

989020 

HAND  PACKERS  AND  PACKAGERS 

700 

221270 

COMPUTER  ENGINEERS 

580 

281080 

LAWYERS 

670 

650320 

COOKS--SPECIALTY  FAST  FOOD 

670 

650380 

FOOD  PREPARATION  WORKERS 

630 

971050 

TRUCK  DRIVERS,  LIGHT 

590 

531230 

ADJUSTMENT  CLERKS 

580 

538080 

HOTEL  DESK  CLERKS 

580 

650410 

COMBINED  FOOD  PREP  AND  SERVICE 

550 

630140 

POLICE  PATROL  OFFICERS 

540 

150261 

FOOD  SERVICE  MANAGERS 

530 

312100 

SOCIAL  SCIENCE  TEACHERS 

530 

490260 

TELEMARKETERS,   SOLICITORS  &  RELAT 

520 

312160 

ENGLISH,    FOREIGN  LANGUAGE  TEACHER 

460 

TOTAL  OF  THESE  OCCUPATIONS  49,240 


(1)     Excludes  not  elsewhere  classified   (NEC)  categories. 
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OCCUPATIONS  WITH 

PROJECTED 

DECLINES 

(1) 

195 

)4   -  2001 

SAN  FRANCISCO  COUNTY 

CA 

OPENINGS 

0£S 

ANNUAL 

AVERAGES 

JOB 

DUE  TO 

CODE 

OCCUPATION 

1994 

2001 

DECLINES 

SEPARATIONS 

531020 

TELLERS 

8,  100 

6,810 

-1,290 

2,  180 

553070 

TYPISTS, 

INCLUDING  WORD  PROCESSING 

4,  890 

3,  580 

-1,210 

31C 

553380 

BOOKKEEPING, 

ACCOUNTING  CLERKS 

10, 300 

9,  470 

-830 

1,  05C 

553470 

GENERAL  OFFICE  CLERKS 

16, 680 

16, 030 

-650 

2,  700 

927170 

SEWING  MACHINE  OPERATORS- 

GARMENT 

6,  590 

6,  130 

-460 

700 

560110 

COMPUTER  OPS- 

EX  PERIPHERAL  EQUIP 

2,  150 

1,  690 

-460 

200 

560020 

BILLING,  POSTING, 

CALC  MACHINE  OPS 

590 

350 

-240 

160 

650170 

COUNTER  ATTENDANTS — FOOD 

3,  560 

3,  340 

-220 

2,210 

551020 

SECRETARIES,  LEGAL 

4,  550 

4,  360 

-190 

530 

553210 

FILE  CLERKS 

2,  230 

2,  050 

-180 

570 

553140 

PERS  CLERKS — EX  PAYROLL 

900 

730 

-170 

110 

650140 

DINING  RM  ATTENDANTS, 

BAR  HELPERS 

2,  500 

2,  340 

-160 

920 

560170 

DATA  ENTRY  KEYERS- 

EX  COMPOSING 

2,  160 

2,  000 

-160 

70 

5802BO 

TRAFFIC,  SHIPPING, 

RECEIVING  CLKS 

4,  460 

4,320 

-140 

470 

533140 

INSURANCE  POLICY 

PROCESSING  CLERKS 

930 

790 

-140 

70 

430020 

SALES  AGENTS,  PLACERS- 

INSURANCE 

1 ,  560 

1,440 

-120 

160 

987050 

REFUSE  COLLECTORS 

370 

250 

-120 

40 

571050 

DIRECTORY  ASSISTANCE 

OPERATORS 

280 

160 

-120 

30 

573110 

MESSENGERS 

1,  450 

1,  350 

-100 

220 

855020 

CENTRAL  OFFICE  AND 

PBX  INSTALLERS 

430 

330 

-100 

40 

571080 

CENTRAL  OFFICE  OPERATORS 

240 

140 

-100 

30 

490210 

STOCK  CLERKS — SALES  FLOOR 

2,  870 

2,  780 

-90 

390 

553020 

STENOGRAPHERS  AND/OR 

COURT  REPORTERS 

590 

500 

-90 

70 

939350 

CANNERY  WORKERS 

260 

170 

-90 

40 

857260 

STATION  INSTALLERS--TELEPHONE  210 

120 

-90 

20 

553440 

BILLING,  COST, 

AND  RATE  CLERKS 

1,750 

1,  670 

-80 

370 

573020 

MAIL  CLKS- 

EX  MAIL  MACH  OPS,  POSTAL 

930 

850 

-80 

18C 

810020 

FIRST-LINE  SUP/MGR- 

MECH,  REPAIRERS 

780 

700 

-80 

100 

531280 

BROKERAGE  CLERKS 

1,110 

1,030 

-60 

90 

895050 

CUSTOM  TAILORS  AND  SEWERS 

420 

340 

-60 

20 

325020 

REGISTERED  NURSES 

8,  830 

8,  760 

-70 

830 

650050 

BARTENDERS 

1,  930 

1,  860 

-70 

430 

580230 

STOCK  CLERKS- 

STOCKROOM,  WAREHOUSE 

2,220 

2,  150 

-70 

300 

571020 

SWITCHBO/^D  OPERATORS 

1,  490 

1,420 

-70 

210 

219110 

COMPL.    ENFORCE  INSPECT- 

2of3 
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Appendix 


Profiles  of  Bay  Area  County  General  Assistanc  e  Programs 

March  1998 


Alameda 

Alameda  County  received  a  State  waiver  which  allowed  the  County  to  lower  the  current 
General  Assistance  (G.A.)  grant  level  to  $221 .  When  the  waiver  expires  in  March  of  1 999, 
Alameda  County  will  reassess  the  grant  amount. 

Alameda  County  offers  G.A.  recipients  a  variety  of  services  including  vocational  training, 
job  search  assistance,  mental  health  services,  alcohol  and  substance  abuse  treatment,  and 
Supplemental  Security  Income  (SSI)  advocacy.  Employable  G.A.  recipients  are  required  to  meet 
with  a  case  manager  who  will  work  with  the  client  to  develop  a  program  specific  to  the  needs  of 
the  chent.  The  disabled  elderly  and  other  "unemployables"  may  be  enrolled  in  the  interim 
assistance  program  for  SSI  advocacy,  or  may  be  referred  to  a  drug  and  alcohol  abuse  treatment 
program.  Under  State  law,  a  family  already  enrolled  in  CalWORKs  cannot  receive  an  additional 
CalWORKs  grant  increment  for  the  birth  of  a  new  child.  Alameda  does  not  plan  to  prov  ide  G..A.. 
benefits  to  children  bom  into  families  already  receiving  CalWORKs  benefits. 

Alameda  County  plans  to  integrate  the  G.A.  and  CalWORKs  programs  into  a  self-sufficiency 
program.  The  program  will  offer  integrated  eligibility  and  employment  intake,  employment  case 
management,  job  workshops,  co-located  child  care  referral  services,  and  SSI  advocacy.  A  new 
reception  environment  will  focus  on  employment,  but  also  offer  "no  wrong  door"  sen  ices  to  any 
person  seeking  public  assistance. 

In  the  past  12  to  18  months,  Alameda  County's  G.A.  population  has  dropped  from  1 3,000  to 
5,000.  Possible  reasons  for  this  decline  include  the  introduction  of  a  three  month  time  limit,  a 
review  of  all  cases  that  required  all  clients  to  participate  in  an  audit  process  in  person,  and  an 
active  fraud  investigation  unit.  The  County  does  not  anticipate  significant  changes  in  the  size  of 
their  G.A.  population. 

Contra  Costa 

Contra  Costa  has  a  two-tier  grant  structure:  $311  for  unemployables  and  S279  for 
employables.  The  County  does  not  anticipate  changing  the  structure  in  the  near  future.  The 
County  provides  extensive  services  including  a  three-track  job  search  assistance  program, 
workfare,  and  drug  and/or  alcohol  abuse  treatment.  Employables  are  required  to  participate  in 
job  search  activities  and  workfare  and  are  subject  to  time  limits  and  sanctions.  Unemplo\  ables, 
including  those  over  65,  may  receive  SSI  advocacy  if  needed. 

Contra  Costa  does  not  have  special  programs  for  special  G.A.  populations  and  will  hold 
sponsors  fiscally  responsible  for  immigrant  G.A.  recipients.  The  County  does  not  provide  G..A,. 
to  newly  bom  children  of  CalWORKs  families.  Contra  Costa  is  attempting  to  create  G.A. 
services  on  a  parallel  track  with  CalWORKs. 

Over  the  past  three  to  four  years.  Contra  Costa's  G.A.  population  has  declined  from  roughly 
4,000  to  1,750.  Factors  may  include  self-sufficiency  program  requirements,  automated  hiring 
systems,  and  grant  reductions  for  the  value  of  room,  board  or  shelter.  The  County  has  imposed  a 
three  month  time  limit  and  anticipates  further  reductions  in  the  rolls  as  a  result. 
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Marin 

Marin  County  plans  to  maintain  the  current  G.A.  grant  level  of  $307.  Marin  offers 
employment  training  and  referrals  for  substance  abuse  or  mental  health  treatment  as  needed. 
Employables  are  required  to  participate  in  an  employment  training  program  four  days  a  w  eek. 
Unemployables  must  cooperate  with  a  treatment  plan  or  complete  an  SSI  application.  .Marin 
employs  the  same  methodology  for  G.A.  as  it  does  CalWORKs.  All  G.A.  recipients  arc  required 
to  participate  in  some  activity  to  reduce  barriers  to  employment  or  SSI.  The  issue  of  new 
children  bom  to  CalWORKs  families  has  not  been  addressed  but  it  is  assumed  that  they  are  not 
eligible  for  G.A. 

The  small  G.A.  population  in  Marin  has  remained  stable  over  the  past  several  years  and  is  not 
expected  to  change.  Factors  may  include  the  high  cost  of  living  and  the  major  work  coniponcni 
of  the  County's  G.A.  program. 

San  Francisco 

In  addition  to  G.A.,  the  San  Francisco  Department  of  Human  Services  has  proposed  creating 
three  new  programs  to  serve  indigent  adults:  Cash  Assistance  Linked  to  Medi-Cal  (CALM), 
Supplemental  Security  Income  Pending  (SSIP),  and  Personal  Assisted  Employment  Services 
(PAES).  The  G.A.  grant  would  be  reduced  to  $279  while  the  grant  for  the  other  three  programs 
would  remain  at  the  current  level  of  $345.  This  system  of  four  programs  would  div  ert  indigent 
adults  into  programs  tailored  to  their  specific  needs.  Employable  or  temporarily  disabled  persons 
would  receive  employment  assistance  though  PAES,  the  elderly  eligible  for  Medi-Cal.  including 
legal  immigrants,  would  be  directed  to  CALM,  and  the  permanently  disabled  or  unemployable 
would  receive  assistance  and  SSI  advocacy  through  SSIP.  Those  able  to  work  but  who  do  not 
participate  in  employment  services  would  be  eligible  for  the  reduced  G.A.  grant  and  workfare. 

San  Francisco  currently  offers  indigent  adults  -  those  persons  traditionally  considered  the 
G.A.  population  in  other  counties  -  job  search,  workfare,  alternative  workfare,  and  vocational 
training,  as  well  as  referrals  for  drug  and/or  alcohol  abuse  treatment  and  mental  health  ser\  ices. 
English  as  a  Second  Language  classes,  and  GED  courses.  Grant  requirements  vary  by  case.  San 
Francisco  does  not  extend  G.A.  benefits  to  new  children  bom  into  families  already  enrolled  in 
CalWORKs. 

San  Francisco's  G.A.  population  has  decreased  from  14,600  to  13,000  since  FY1994-95.  or 
11%.  Over  the  same  period,  the  San  Francisco's  Temporary  Assistance  to  Needy  Families 
(TANF,  the  successor  to  AFDC)  caseload  decreased  from  12,789  to  8,900,  or  30%.  Factors 
influencing  the  decline  in  the  G.A.  population  may  include  workfare  requirements,  economic 
factors,  seasonal  fluctuations  in  demand  for  benefits,  and  the  high  cost  and  limited  supply  of 
housing.  Due  to  recent  federal  restrictions  on  SSI  benefits  for  legal  immigrants,  the  proposed 
CALM  program  may  see  a  slow  increase  in  populafion  over  the  next  few  years.  DHS  officials  do 
not  anticipate  other  major  changes  in  the  G.A.  population  but  recognize  the  possibility  for  in- 
migration  of  indigent  adults  from  other  counties  seeking  additional  benefits  or  escaping  G.A. 
time  limits. 
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San  Mateo 


San  Mateo  County  plans  to  maintain  current  G.A.  grant  levels  of  S259  to  S299.  The  County 
provides  an  orientation,  job  training,  a  work  center,  and  substance  abuse  and  mental  health 
treatment  to  G.A.  recipients.  Employables  are  required  to  spend  twelve  hours  a  week  at  the  work 
center.  G.A.  services  are  similar  to  the  CalWORKs  program  in  San  Mateo  County.  The  disabled 
with  a  medical  statement  and  those  over  65  are  considered  unemployable  and  therefore  exempt 
from  requirements.  New  children  in  CalWORKs  families  are  not  eligible  for  G.A. 

Since  1989,  the  G.A.  population  in  San  Mateo  has  decreased  from  1,200  to  525.  Factors  may 
include  greater  centralization  of  G.A.  administration  and  work  requirements.  San  Mateo  does 
not  have  time  limits  and  significant  changes  to  the  population  are  not  anticipated. 

Santa  Clara 

Santa  Clara  does  not  anticipate  changes  in  its  current  grant  level  of  $285.  The  County 
provides  job  search,  job  club,  and  work  projects.  Santa  Clara  does  not  offer  G.A.  recipients 
mental  health  or  substance  abuse  treatment.  An  automatic  system  based  on  a  case  assessment 
determines  the  specific  requirements  for  G.A.  clients.  The  County  provides  SSI  advocacy  for 
Santa  Clara  County's  large  elderly  Vietnamese  population  and  others  eligible  for  SSI,  but  has  not 
identified  special  populations  exempt  from  G.A.  requirements.  Children  bom  into  CalWORKs 
families  are  not  eligible  for  G.A. 

Since  1992,  Santa  Clara's  G.A.  population  has  decreased  from  6,000  to  appro .ximately  2,600. 
Factors  include  greater  automation  and  monitoring  of  vocational  services  requirements  and  direct 
payments  to  landlords  for  housing  payments.  There  is  no  evidence  of  in  or  out  migration  of  G.A. 
recipients. 

Solano 

Solano  county  plans  to  maintain  the  current  grant  level  of  $221 .  G.A.  clients  are  offered  job 
club,  unsupervised  job  search,  and  referrals  to  medical  and  substance  abuse  treatment  programs. 
Employables  are  required  to  attend  a  job  club  orientation  and  to  participate  in  job  club  activities, 
although  the  latter  is  not  enforced.  Those  over  65  are  not  time  limited,  but  new  children  of 
CalWORKs  families  are  not  eligible  for  G.A.  Because  of  a  "shoestring"  budget,  G.A.  serv  ices 
are  much  more  limited  than  CalWORKs  benefits. 

Solano's  G.A.  population  has  decreased  from  1,300  to  357  in  the  past  few  years.  This  may 
be  attributable  to  a  decrease  in  the  G.A.  grant  from  $342  to  $221,  a  $40  medical  deduction,  time 
limits,  as  well  as  a  repayment  program  that  requires  recipients,  on  a  case  by  case  basis,  to 
reimburse  the  County  for  all  or  some  of  their  grant,  depending  on  income.  Solano  County  may 
see  additional  declines  in  their  G.A.  population  due  to  out  migration  or  the  impact  of  time  limits. 

Sonoma 

In  February  of  this  year,  Sonoma  County  reduced  its  G.A.  grant  to  S279  to  bring  it  into  line 
with  the  AFDC  standard.  Benefits  in  Sonoma  are  paid  by  vouchers  rather  than  in  cash.  G.A. 
recipients  are  offered  job  club,  referrals  by  vocational/rehabilitation  counselors  to  training 
programs,  classroom  training,  placement  assistance  and  workfare.  Employables  are  required  to 
comply  with  the  recommendations  of  the  vocational/rehabilitation  counselors.  If  clients  are  job 
ready,  they  are  directed  to  the  unemployment  office  and  private  industry  council  for  case 


3 


management.  Sonoma  G.A.  employment  services  are  similar  to  CalVVORKs,  but  additional 
benefits  available  to  CalWORKs  recipients  are  not  available  to  G.A.  recipients. 

There  are  no  special  G.A.  populations  in  Sonoma.  New  children  bom  into  CalWORKs 
famihes  are  not  excluded  from  G.A.  by  current  policy,  but  a  proposal  to  exclude  them  is  pciulii 

From  January  of  1997  to  January  of  1998,  the  G.A.  population  in  Sonoma  has  decreased  Ik 
454  cases  to  354  cases.  Factors  may  include  time  limits,  the  voucher  system,  and  high  renis. 
Because  of  these  factors  and  because  Sonoma's  neighboring  counties  also  have  small  G.A. 
populations,  Sonoma  County  does  not  anticipate  any  increase  in  their  G.A.  rolls. 


Data  Source:  Interviews  with  General  Assistance  Committee  Members,  County  Welfare  Directors  Association 
Prepared  by:  Billy  Blattner,  Legislative  Analyst,  San  Francisco  Board  of  Superv  isors 
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Survey  Questions  for  Bay  Area  County  General  Assistance  Program  Prohi.ks 

Conducted  by  the  Office  of  the  Legislative  Analyst,  San  Francisco  Board  of  Supcr\  isors 
March  1998 


Program; 

1.  Does  your  county  plan  to  increase,  decrease  or  maintain  current  General  Assistance  (G.A.) 
grant  levels? 

2.  What  types  of  employment  services  or  other  benefits  does  your  county  offer  G.A.  recipients? 

3.  Does  your  county  require  employable  G.A.  recipients  to  participate  in  employment 
programs,  workfare,  job  search  or  other  programs  as  a  condition  of  receiving  a  grant? 

4.  Has  your  county  created  or  intend  on  creating  a  CalWORXS-like  program  for  G.A. 
recipients? 

5.  Has  your  county  created  or  intend  on  creating  special  programs  or  exemptions  from  G.A. 
requirements  for  special  populations? 

6.  Does  your  county  offer  or  plan  on  offering  G.A.  grants  to  new  children  bom  into 
CalWORKS  famihes?  (Children  bom  into  families  already  enrolled  in  CalWORXS  are  not 
eligible  for  additional  benefits.) 

Population; 

1.  Has  your  county's  G.A.  caseload  increased,  decreased  or  remained  the  same  over  the  past 
several  years? 

2.  To  v^hat  factors  can  you  attribute  changes  in  your  county's  G.A.  population? 

3.  Do  you  anticipate  G.A.  recipients  moving  to  your  county  or  from  other  counties  to  obtain  a 
larger  grant,  obtain  more  generous  benefits  or  avoid  time  limits? 
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Q- 


In/Out 
Migration 

No- 

potential 
for  in- 
miqration 

No 

No 

No 

No 

No 

Yes  -  out 

No 

Factors  Influencing 
Caseload 

Workfare  requirements, 
economic  factors, 
seasonal  fluctuations, 
housing  costs/supply 

Case  review,  time  limits 

Program  requirements, 
reduction  for  value  of 
shelter 

Cost  of  living,  work 
requirements,  small  G.A. 
population 

Work  emphasis, 
centralization 

Automation  and 
monitoring,  housing 
vouchers 

Grant  decrease,  time 
limits,  repayment 
requirements 

Time  limits,  voucher 
system,  economy,  rents 

G.A.  Caseload 
Trend 

Decreased  - 
from  14,600  to 
13,000  in  4 
years 

Decreased  - 
from  1 3,000  to 
5,000  in  1-1.5 
years 

Decreased  - 
from  4,000  to 
1,750  in  3-4 
years 

Stable 

Decreased  - 
from  1 ,200  to 
525  since  1989 

Decreased  - 
from  6,000  to 
2,600  since 
1992 

Decreased  - 
from  1 ,300  to 
357 

Decreased  - 
25%  in  past 
year 

New  Children  in 
CalWORKS  Families 
Eligible  for  G.A.? 

No 

No 

No 

Not  addressed,  but 
assumed  no 

No 

No 

No 

No  (proposed) 

G.A.  Special 
Populations  or 
Exemptions? 

Proposed:  SSI  eligibles 
(SSIP),  Medi-Cal 
eligibles  (CALM), 
employables  (PAES) 

SSI  advocacy,  over  65 

Over  65 

No 

Disabled,  over  65 

No 

Over  65 

No 

1  Assistance  Profiles  ''^MMHHHVRHHNMj^^ll 

In/Out 
Migration 

No- 

potential 
for  in- 
nniaration 

No 

No 

No 

No 

No 

Yes  -  out 

No 

Factors  Influencing 
Caseload 

Workfare  requirements, 
economic  factors, 
seasonal  fluctuations, 
housing  costs/supplv 

Case  review,  time  limits 

Program  requirements, 
reduction  for  value  of 
shelter 

Cost  of  living,  work 
requirements,  small  G.A. 
population 

Work  emphasis, 
centralization 

Automation  and 
monitoring,  housing 
vouchers 

Grant  decrease,  time 
limits,  repayment 
requirements 

Time  limits,  voucher 
system,  economy,  rents 

G.A.  Caseload 
Trend 

Decreased  - 
from  14,600  to 
13,000  in  4 
years 

Decreased  - 
from  13,000  to 
5,000  in  1-1.5 
years 

Decreased  - 
from  4,000  to 
1,750  in  3-4 
years 

Stable 

Decreased  - 
from  1 ,200  to 
525  since  1989 

Decreased  - 
from  6,000  to 
2,600  since 
1992 

Decreased  - 
from  1 ,300  to 
357 

Decreased  - 
25%  in  past 
year 

New  Children  in 
CalWORKS  Families 
Eligible  for  G.A.? 

No 

No 

No 

Not  addressed,  but 
assumed  no 

No 

No 

No 

No  (proposed) 

G.A.  Special 
Populations  or 
Exemptions? 

Proposed:  SSI  eligibles 
(SSIP),  Medi-Cal 
eligibles  (CALM), 
employables  (PAES) 

SSI  advocacy,  over  65 

Over  65 

No 

Disabled,  over  65 

No 

Over  65 

No 
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Summary  of  Requested  Action: 

This  measure  would  establish  and  further  define  the  requirements  and  procedures  that  the  Treasure 
Island  Development  Authority  (Authority)  must  adopt  and  implement  relative  to  (1)  competitive 
bidding  for  procurement  of  goods  and  services,  (2)  competitive  bidding  in  lease  agreements,  (3)  Board 
of  Supervisors  approval  of  specified  leases,  (4)  gambling,  (5)  open  meeting  laws,  (6)  adherence  to  slate 
and  local  zoning  and  land  use  laws,  (7)  adherence  to  conflict  of  interest  laws,  (8)  Board  of  Supcr\  isors 
approval  of  appointments  to  the  Authority's  Board  of  Directors,  and  (9)  adherence  to  the  City's  non- 
discrimination and  equal  benefits  ordinances. 


Current  Law: 

Resolution  380-97,  (adopted  May  2,  1997)  authorizes  the  Mayor  or  his  designee  to  establish  the 
Treasure  Island  Development  Authority  (Authority)  to  act  as  the  single  entity  to  promote  the  planning, 
redevelopment,  reconstruction,  rehabilitation,  reuse  and  conversion  of  Treasure  Island  (Island).  The 
resolution  ratifies  Articles  of  Incorporation  and  Bylaws  for  the  Authority  that  are  on  file  with  the  Clerk 
of  the  Board  and  were  presented  at  the  time  the  resolution  was  adopted.  The  resolution  also  requires 
the  Authority  to  submit  quarterly  progress  reports  to  the  Economic  Development,  Transportation  and 
Technology  Committee  of  the  Board. 

The  Treasure  Island  Conversion  Act  of  1997  (Assembly  Bill  699  of  1997)  authorizes  the  City  to 
designate  the  Authority  as  the  redevelopment  agency  for  the  Island  with  all  right,  powers,  privileges, 
immunities,  authorities,  and  dudes  granted  to  a  redevelopment  agency  pursuant  to  the  Community 
Redevelopment  Law  for  the  purpose  of  acquiring,  using,  operating,  maintaining,  converting,  and 
redeveloping  the  Island. 

Resolufion  43-98  (adopted  February  6,  1998)  designates  the  Authority  as  the  redevelopment  agency 
with  powers  over  the  Island  and  authorizes  the  Authority  to  act  on  behalf  of  the  City  as  the  Local 
Reuse  Authority.  The  resolution  also  requires  the  Authority  to  (i)  abide  by  agreements  with  the 
Treasure  Island  Homeless  Development  Initiative  and  (ii)  submit,  by  3/1 7 '98,  policies  the  Authority 
plans  to  adopt  regarding  compedtive  bidding,  lease  procedures,  the  appointment  of  a  Citizen's 
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Advisory  Committee,  and  the  relationship  and  integration  of  the  Island's  redevelopment  plan  with 
City's  planning  process. 

Section  3.100  (17)  of  the  City  Charter  which  provide  that  the  Board  of  Supervisors,  unless  othenvise 
specified,  may  reject  the  appointment  of  a  member  of  the  Authority's  Board  by  a  two-thirds  vote 
within  30  days  following  notice  of  the  appointment.  The  Articles  of  Incorporation  of  the  Authority 
conform  to  this  section  of  the  Charter. 

Article  4,  Section  19  of  the  Cahfomia  State  Constitution  prohibits  "casino"  type  gambling,  but  allows 
for  wagering  on  horse  races,  bingo  for  charitable  purposes,  and  the  California  State  Lottery. 


Background  and  Discussion  of  Proposed  Legislative  Action: 

On  May  2,  1997,  the  Treasure  Island  Development  Authority  was  established  to  act  as  the  single  entity 
to  promote  the  planning,  redevelopment,  reconstruction,  rehabilitation,  reuse  and  conversion  of 
Treasure  Island  (Island).  However,  the  City  found  that  besides  the  usual  problems  associated  with 
converting  a  former  military  base  to  civilian  use,  land  use  decisions  on  the  Island  are  complicated  by 
the  constitutional  public  trust  doctrine  that  applies  to  tide  and  submerged  lands.  The  Burton  Act  of 
1968  gave  the  San  Francisco  Port  Commission  jurisdiction  over  San  Francisco's  tide  and  submerged 
lands  (AB  190  of  1968). 

Consequently,  the  City  found  that  under  the  law  existing  prior  to  the  adoption  of  the  Treasure  Island 
Conversion  Act,  the  San  Francisco  Port  Commission  would  control  the  tide  and  submerged  lands,  and 
the  San  Francisco  Redevelopment  Agency  would  control  redevelopment  decisions  on  the  Island.  In 
order  to  accomplish  the  goal  articulated  in  Resolution  380-97  (to  consolidate  these  separate  powers  in  a 
single  entity)  state  legislation  was  required  to  vest  the  Authority  with  the  powers  of  a  redev  elopment 
agency  and  the  authority  to  serve  as  trustee  under  the  public  trust  for  commerce,  navigation,  and 
fisheries  as  it  applies  the  Island. 

In  over  90%  of  the  communities  that  use  redevelopment,  the  city  councils  and  county  boards  of 
supervisors  are  the  redevelopment  agencies.  In  the  other  communities,  the  mayor  appoints  the 
members  of  a  separate  redevelopment  agency  with  the  approval  of  the  city  council  or  board  of 
supervisors.  State  law  allows  these  appointed  redevelopment  agencies  to  wield  considerable  pow  er. 
but  reserves  several  fundamental  redevelopment  decisions  to  the  local  elected  officials.  For  example, 
the  adoption  of  redevelopment  plans  and  the  redevelopment  agency's  use  of  eminent  domain  require 
action  by  the  city  council  or  county  board  of  supervisors.  San  Francisco  has  an  appointed 
redevelopment  agency. 

Because  a  community  can  have  only  one  redevelopment  agency,  special  legislation  was  required 
allowing  the  Authority  to  act  as  the  redevelopment  agency  for  Treasure  Island.  The  Authority  is  a 
nonprofit  public  benefit  corporation  with  a  five-member  board  of  directors,  appointed  by  the  Mayor. 
Under  San  Francisco's  charter,  the  Board  of  Supervisors  does  not  positively  confirm  mayoral 
appointments  but,  instead,  has  30  days  to  object. 

This  measure  would  establish  and  fiirther  define  requirements  and  procedures  the  Authority  must  adopt 
and  implement  to  ensure  that  the  Authority  is  adhering  to  its  charge  outlined  in  Resolution  380-97. 
These  include  the  following: 
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CLARIFYING  GAMBLING  PROHIBITION:  While  Article  4,  Section  19  of  the  California  Stale 
Constitution  prohibits  "casino"  type  gambling,  this  measure  would  prohibit  card  room,  casinos  and  any 
other  type  of  gambling  activities  on  Treasure  Island  (with  the  exception  of  programs  run  by  the 
California  State  Lottery  System)  even  if  the  California  State  Constitution  is  amended  to  allow  for  such 
activity. 

REQUIRE  BOARD  APPROVAL  OF  SPECIFIED  LEASE  AGREEMENTS.  If  this  resolution  is 
approved,  the  Board  of  Supervisors  would  be  required  to  approve  any  lease,  contract  or  agreement  for  a 
duration  of  10  years  or  more  or  $1  million  dollars  or  more  in  revenue  entered  into  by  the  Authority. 

OPEN  MEETING  LAWS.  This  resolution  would  subject  all  meetings  of  the  Authority  to  the  open 
meeting  requirements  of  the  California  Brown  Act  and  the  San  Francisco  Sunshine  Ordinance. 

ESTABLISHMENT  OF  FAIR  AND  PUBLIC  PROCESS  FOR  THE  PROCUREMENT  OF  GOODS 
AND  SERVICES.  This  resolution  would  require  that  all  procurement  agreements  and  contract  entered 
into  by  the  Authority  be  consistent  with  the  purchasing  policy  recently  adopted  by  the  Authority 
providing  for  a  fair  and  public  process.  On  March  11,  1998,  the  Authority  adopted  a  detailed 
purchasing  pohcy  which  provides  for  four  methods  of  purchasing  goods  and  services  as  follows: 

1.  Small  purchase  procedures:  These  procedures  cover  relatively  simple  and  informal 
purchasing  methods  that  are  sound  and  appropriate  for  purchases  costing,  in  aggregate,  not 
more  than  $10,000.  The  procedures  require  that  price  and  rate  quotations  be  obtained  from 
a  adequate  number  of  qualified  sources,  and  a  concerted  efforts  be  made  to  obtain 
quotations  for  DBE/LEBs. 

2.  Competitive  Bids.  Under  the  approved  purchasing  policy,  a  competitive  bids  process  will 
be  used  for  the  procurement  of  goods  and  standardized  services  that  can  be  described  and 
performed  with  reference  to  detailed  specification.  The  competitive  bid  process  is 
formalized  requiring  the  Authority  to  award  the  contract  to  the  lowest  bidder,  after 
factoring  in  any  applicable  DBE/LBE  benefits.  The  procedures  require  Board  of  Director 
approval,  in  public,  of  contracts  of  $50,000  or  more  that  are  issued  pursuant  to  competitive 
bidding. 

3.  Competitive  Negotiations.  Under  the  approved  purchasing  policy,  competitive  negotiation 
procedures  will  be  used  when  a  contract  selection  is  not  based  principally  on  price,  but 
instead  considers  quaUfications,  experience,  expertise  or  available  resources  of  the 
respondents  or  other  non-standardized  criteria.  Selection  under  this  process,  shall  be  based 
on  criteria  described  in  the  RFP  or  RFQ.  The  procedures  require  Board  of  Director 
approval,  in  pubhc,  of  contracts  of  $50,000  or  more  that  are  issued  pursuant  to  competitive 
negotiations. 

4.  Direct  Negotiations.  Under  the  approved  purchasing  policy,  direct  negotiations  will  be  used 
when  the  above  described  procedures  are  not  appropriate.  The  procedures  specify  the  this 
procedure  will  be  used  when  the  item  or  service  is  available  from  only  one  source  or  when 
an  emergency  situation  exists  that  will  not  permit  a  delay  related  to  the  requirements  of 
competitive  solicitation.  The  procedures  require  Board  of  Director  approval,  in  public,  of 
contracts  of  $50,000  or  more  that  are  issued  pursuant  to  direct  negotiations. 

According  to  the  Authority,  the  purchasing  policy  outlined  above  is  based  closely  on  the  San  Francisco 
Redevelopment  Agency's  purchasing  policy. 
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ESTABLISHMENT  OF  COMPETITIVE  LEASING  PROCEDURES.  This  resolution  would  require 
that  all  leases  on  Treasure  Island  be  awarded  consistent  with  the  transfer  policy  recently  adopted  by  the 
Authority  providing  for  a  fair  and  public  process.  On  March  11,  1998,  the  Authority  adopted  a 
Transfer  Policy  establishing  a  multi-step  process  for  the  competitive  disposition  of  real  property.  The 
Transfer  policy  requires  that  prior  to  the  transfer  of  any  property  on  the  Island,  the  Authority  must 
publicly  adopt  a  resolution  (1)  declaring  its  intention  to  transfer  the  parcel  by  lease  or  otherwise,  and 
(2)  approving  a  competitive  solicitation  process  either  by  a  Request  for  Proposals  or  qualifications,  or 
by  direct,  sole-source  negotiations  approved  by  a  super  majority  vote  (4/5)  of  the  Board  of  Directors. 

The  transfer  pohcy  provides  for  specified  exemptions  to  these  requirements.  The  policy  allows  the 
Authority  to  enter  into  the  following  types  of  leases  without  prior  announcement  or  solicitation: 

1 .  Film  Studio  leases  for  hangers, 

2.  Leases  with  the  Treasure  Island  Homeless  Development  Initiative, 

3.  Month-to-Month  or  shorter  leases, 

4.  Leases  with  Public  Agencies,  and 

5.  Emergency  leases,  as  defined. 

According  to  the  Authority,  this  transfer  policy  is  based  on  a  similar  policy  adopted  by  the  Alameda 
County  Surplus  Property  Authority. 


SUBJECT  DEVELOPMENT  TO  ALL  STATE  AND  LOCAL  ZONING  AND  LAND  USE  LAWS. 
This  resolution  would  subject  any  development  on  the  Island  to  all  state  and  local  zoning  and  land  use 
laws,  including  the  requirement  that  development  is  consistent  with  the  City's  General  Plan  and  that 
the  Planning  Commission  issue  a  report  on  the  Island's  Redevelopment  Plan  before  consideration  by 
the  Board  of  Supervisors. 


ADHERENCE  TO  CONFLICT  OF  INTEREST  LAWS.  This  measure  would  require  adherence  to  all 
applicable  conflict  of  interest  laws  under  the  California  Political  Reform  Act  and  the  City  Charter.  On 
March  11,  1998,  the  Authority  adopted  a  resolution  regarding  purchasing  rules  which  subject  the 
officers,  employees,  Directors  and  agents  of  the  Authority  to  the  provisions  of  the  State  Political 
Reform  Act  "and  any  other  applicable  law  or  regulation."  The  transfer  policy  adopted  by  the  Authority 
provides  for  similar  conflict  of  interest  requirements. 

BOARD  OF  SUPERVISOR  APPROVAL  OF  AUTHORITY'S  BOARD.  This  measure  would  direct 
the  Authority  to  amend  it  Bylaws  to  require  Board  of  Supervisor  approval  of  all  appointments  to  the 
Authority's  Board  of  Directors  in  the  same  manner  in  which  Members  of  the  Redevelopment 
Commission  are  confirmed,  with  the  exception  of  a  member  who  is  an  Officer  of  the  City  or  the  San 
Francisco  Redevelopment  Authority. 

ADHERENCE  TO  CITY'S  NON-DISCRIMINATION  AND  EQUAL  BENEFITS  ORDINANCE. 
This  measure  would  subject  all  Authority  contracts  to  the  City's  non-discrimination  and  equal  benefits 
ordinances. 
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Policy  Issues: 


PROPOSITION  K.  State  Senator  Quentin  Kopp  has  placed  a  proposition  (Proposition  K)  on  the  June 
2,  1998  ballot.  Proposition  K  contains  provisions  dealing  with  many  of  the  same  issues  as  this 
measure.  The  following  is  a  comparison  of  the  provisions  contained  in  Proposition  K  relative  to  those 
contained  in  the  measure  before  the  committee. 

•  Proposition  K  would  declare  that  it  is  the  policy  of  the  City  that  all  Treasure  Island  leases  of  1 0 
years  or  more  or  with  revenues  of  $1  million  dollars  or  more  be  approved  by  the  Board  of 
Supervisors. 

The  resolution  before  the  committee  contains  the  same  provision. 

•  Proposition  K  would  declare  that  it  is  the  poHcy  of  the  City  that  all  Treasure  Island  leases  shall  be 
awarded  by  competitive  bidding  unless  the  Board  of  Supervisors  expressly  finds,  by  a  Va  super 
majority  vote,  that  competitive  bidding  is  not  in  the  best  interest  of  the  City.  If  this  is  the  finding  of 
the  Board,  leases  shall  be  awarded  through  competitive  negotiations. 

The  resolution  before  the  committee,  would  instead  codify  the  transfer  policy  adopted  by  the 
Authority  requiring  that  prior  to  the  transfer  of  any  property  on  the  Island,  the  Authority  must 
publicly  adopt  a  resolufion  (I)  declaring  its  intention  to  transfer  the  parcel  by  lease  or  otherwise, 
and  (2)  approving  a  competitive  sohcitation  process  either  by  a  Request  for  Proposals  or 
quaHfications,  or  by  direct ,  sole-source  negotiations  approved  by  a  super  majority  vote  (4/5)  of  the 
Board  of  Directors.  The  transfer  policy  also  provides  for  specified  exemptions. 

•  Proposition  K  would  declare  that  it  is  the  policy  of  the  City  that  no  gambling  or  casino  operations 
shall  be  permitted  on  Treasure  Island. 

The  resolution  before  the  committee  contains  a  substantially  similar  provision. 

•  Proposition  K  would  declare  that  it  is  the  policy  of  the  City  that  all  Treasure  Island  leases  shall  be 
subject  to  state  and  local  conflict  of  interest  laws. 

The  resolution  before  the  committee  contains  the  same  provisions. 

•  Proposition  K  would  declare  that  it  is  the  policy  of  the  City  that  Treasure  Island  be  subject  to  the 
City's  waterfront  land  use  restrictions  and  current  zoning  and  development  laws,  including  the 
provisions  of  Proposition  H,  adopted  by  San  Francisco  voters  in  1990.  Proposition  H,  among  other 
things,  provided  that  a  "Waterfi-ont  Land  Use  Plan"  be  developed. 

The  resolution  before  the  committee  would  specify  that  any  development  on  the  Island  "be  subject 
to  appHcable  state  and  local  zoning  and  land  use  laws. ..."  However,  it  appears  that  this  would  not 
include  the  provisions  of  Proposition  H  of  1990,  as  the  definition  of  "Waterfront"  does  not  include 
property  on  Treasure  Island.  If  the  Board  desires  that  Treasure  Island  Development  be  governed  by 
the  provisions  of  Proposition  H  of  1990,  than  an  amendment  specifically  citing  Chapter  61  of  the 
San  Francisco  Administrative  Code  should  be  adopted. 


•    Proposition  K  would  declare  that  it  is  the  policy  of  the  City  that  the  State  should  repeal  the 
Treasure  Island  Conversion  Act  which  granted  the  Authority  all  the  duties  and  functions  of  a 
redevelopment  agency  for  the  Island.  The  proposition  would  also  express  that  it  is  the  City  policy 
that  the  Board  shall  repeals  its  laws  creating  the  Authority. 

The  measure  before  the  committee  would  declare  the  benefits  of  and  need  for  the  creation  of  the 
Authority  and  the  enactment  of  the  Treasure  Island  Conversion  Act.  The  measure  before  the 
committee  would  establish  and  further  define  requirements  and  procedures  the  Authority  must 
adopt  and  implement  in  their  redevelopment  activity  on  Treasure  Island  to  ensure  that  the  Authority 
is  adhering  to  its  mission  as  outlined  in  Resolution  380-97  and  Resolution  43-98. 

SHOULD  THE  CHANGE  REQUIRING  AFFIRMATIVE  APPROVAL  OF  DIRECTOR 
APPOINTMENTS  BE  RETROACTIVE?  This  measure  requires  that  the  Authority's  bylaws  be 
changed  to  require  that  the  appointment  of  Authority  Directors  be  affirmatively  approved  by  the  Board 
of  Supervisors.  Does  the  Board  desire  to  have  this  approval  requirement  apply  retroactively?  If  so,  an 
amendment  should  be  made  to  the  measure  clarifying  this  desire. 

SHOULD  OFFICERS  OF  THE  CITY  OF  THE  SAN  FRANCISCO  REDEVELOPMENT  AGENCY 
BE  EXEMPTED  FROM  BOARD  OF  SUPERVISOR  APPROVAL  FOR  APPOINTMENT?  This 
measure  exempts  any  Officer  of  the  City  or  the  San  Francisco  Redevelopment  Authority  that  is 
appointed  to  the  Board  of  Directors  of  the  Authority  fi-om  the  provision  requiring  Board  of  Superv  isors 
affirmative  approval  of  his/her  appointment.  Is  the  Board  willing  to  relinquish  its  authority  to  reject 
the  appointment  of  a  member  of  the  Authority's  Board  under  these  specific  conditions. 


Options: 

1.  Approve  the  Ordinance.  Approval  of  this  measure  would  confirm  that  it  is  the  Board's  belief  that 
the  basic  development  process  and  procedures  established  by  Resolution  380-97,  Resolution  43-98 
and  the  Treasure  Island  Conversion  Act  are  appropriate;  however,  recognizing  that  the  further 
estabhshment,  definition  and  clarification  of  the  Authority's  duties  and  responsibilities  surrounding 
the  procurement  of  goods  and  services,  lease  agreements,  gambling,  open  meeting  laws,  adherence 
to  state  and  local  zoning  and  land  use  laws,  adherence  to  conflict  of  interest  laws,  appointments  to 
the  Authority's  Board  of  Directors,  and  adherence  to  the  City's  non-discrimination  and  equal 
benefits  ordinances  is  in  order. 

2.  Amend  the  Resolution  to  Include  Proposition  H.  Section  61.6  of  the  San  Francisco  Administrative 
Code  defines  the  land  that  is  covered  by  the  provisions  of  Proposition  H  of  1990  -  property  on 
Treasure  Island  is  not  included  in  this  definition.  If  the  Board  believes  that  the  requirements  under 
the  state  and  local  zoning  and  land  use  laws,  the  redevelopment  plan  review  and  adoption  process, 
as  well  as  requirements  of  the  Bay  Conservation  and  Development  Commission,  are  inadequate  to 
protect  the  waterfi"ont  on  Treasure  Island  in  the  spirit  of  Proposidon  H  of  1990,  the  Board  may  wish 
to  consider  the  following  amendment: 

On  page  4,  line  22  after  ","  and  before  "and"  insert:       "the  provision  of  Chapter  61  of  the  San 
Francisco  Administrative  Code,". 
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3.  Amend  the  Resolution  to  Require  Board  Approval  of  all  Appointees  to  the  Authority's  Board  of 
Directors.  If  the  Board  is  desires  to  have  the  ability  to  reject  any  and  all  appointments  to  the 
Authority's  Board  of  Directors,  the  Board  should  adopt  the  following  amendment: 

On  page  5,  beginning  on  line  22,  strike:  "other  than  the  appointment  of  a  member  who,  at  the  time 
of  such  appointment,  is  an  Officer  of  the  City  and  County  of  San  Francisco  or  the  San  Francisco 
Redevelopment  Agency,". 

4.  Amend  the  Resolution  to  Repeal  the  Powers.  Duties  and  Responsibilities  granted  to  the  Authority 
in  Resolutions  380-97  and  43-98.  If  the  Board  believes  that  the  majority  of  the  redevelopment 
planning  and  activities  for  Treasure  Island  should  not  be  concentrated  in  one  agency,  the  Board 
may  wish  to  make  extensive  amendments  to  repeal  the  powers  granted  in  the  resolutions. 

5.  Reject  the  Resolution.  If  the  Board  is  satisfied  that  the  Authority  is  adhering  adequately  to  the 
concerns  addressed  in  this  resolution  by  virtue  of  the  purchasing  policy  and  transfer  policy  outlined 
above,  the  Board  may  wish  to  table  this  resolution. 

Prepared  by:    Jon  L.  Ballesteros 
415/554-7787 
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Summary  of  Requested  Action: 

The  proposed  ordinance  amends  Chapter  VI  Part  1  of  the  San  Francisco  Municipal  Code  (Administralixe  Code) 
by  adding  Section  6.09  to  extend  the  authority  of  Directors  and  General  Managers  ("Director")  of  departments 
,  who  may  enter  into  construction  contracts  with  qualified  private  entities  ("Developers")  to  seek  proposals  for 
design-build  construction  and/or  financing  of  public  works  projects  to  achieve  cost  savings  and  or  time 
efficiencies. 

All  final  agreements  for  public  works  projects  that  involve  design-build  and/or  finance  programs  shall  be 
subject  to  the  approval  of  the  Board  of  Supervisors  following  recommendations  made  by  the  Director,  and 
following  review  by  the  Capital  Improvement  Advisory  Committee  on  projects  involving  financing  programs. 
The  proposed  ordinance  eliminates  requirements  regarding  competitive  bidding,  the  selection  of  the  De\  eloper, 
and  upholds  the  City's  non-discrimination  provisions  as  defined  by  Municipal  Code  (Administratix  c  Code)  in 
Sections  6.05,  23.24  and  23.25-1. 

Current  Law: 

i  The  San  Francisco  Charter 

[  According  to  the  City  Attorney's  Office,  Charter  amendments  of  1995  moved  provisions  regarding 

1  requirements  for  competitive  bidding,  the  selection  of  the  contractor,  and  the  responsibility  of  the  Board  of 

Supervisors  in  estabhshing  contract  procedures,  from  the  Charter  and  incorporated  them  under  Chapter  \'I  of 

the  San  Francisco  Administrative  Code. 

The  City  Charter  contains  financing  provisions  which  fall  under  the  authority  of  the  Board  of  Supenisors  (the 
Board),  and  authorizes  the  Board  to  increase  or  decrease  proposed  expenditures  for  Capital  Improvements.  The 
Charter  fiirther  authorizes  the  Board  to  provide  for  the  issuance  of  revenue  bonds  and  general  obligation  bonds 
in  accordance  with  state  law  or  local  ordinances.  Revenue  bonds  may  be  issued  by  the  Board  only  if  approx  ed 
by  a  majority  of  voters  through  a  proposition  calling  for  the  issuance  of  such  bonds.  The  Charter  also  states  that 
!  voter  approval  may  not  be  required  if  approval  is  received  from  three-fourths  of  the  Board  of  Super\  isors  for  the 
purpose  of  financing  buildings,  fixtures  or  equipment  which  are  deemed  necessary  by  the  Board  in  compliance 
with  state  or  federally-constituted  authority  with  jurisdiction  over  the  subject  matter. 
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Chapter  6  Section  6.05.  Public  Works  and  Purchasing  Contracts 

Chapter  VI  Section  6.05  of  the  Administrative  Code  addresses  requirements  for  departments  undertaking  public 
works  projects  and  purchasing  contracts.  Under  this  section,  expenditures  over  $50,000,  undertaken  for  the 
construction,  reconstruction  or  repair  of  public  buildings,  streets,  utilities  or  other  public  works  or 
improvements,  including  the  purchasing  of  supplies,  materials  and  equipment,  shall  be  done  by  contract,  unless 
indicated  otherwise  by  Charter  or  Administrative  Code,  and  authorized  by  the  Mayor  or  Mayor's  designee  or 
department  heads  not  under  the  Mayor.  However,  department  heads  are  required  to  prepare  and  submit  detailed 
estimates  for  such  work  and  improvement,  and  report  each  cost  accounting  to  the  Mayor  or  the  Mayor's 
designee  and  the  Controller. 

As  defined  by  general  law  relative  to  the  Department  of  Public  Works,  the  head  of  the  department  seeking  a 
contract,  is  required  to  grant  the  contract  to  the  lowest  reliable  and  responsible  bidder,  during  a  period  no  less 
than  10  days  following  advertising  by  publication  of  sealed  proposals.  The  Board  of  Supervisors  (the  Board)  is 
required  by  ordinance  to  establish  procedures  whereby  appropriate  departments  may  file  sealed  bids  for  any 
work  granted  under  contract.  The  Board  shall  grant  contracts  for  the  lowest  bids,  and  department  heads  will,  in 
turn,  be  required  to  report  unit  costs  for  such  work  to  the  Controller  for  monthly  auditing  and  upon  completion 
of  the  work.  The  Board  is  further  required  to  increase  or  decrease  the  dollar  amount  set  forth  in  any  provision 
of  this  section. 

Any  public  work  or  improvement  costing  under  $50,000  and  not  performed  by  use  of  City  and  County  labor, 
materials  and  supplies  not  under  contract,  shall  be  covered  by  written  order  or  agreement  based  on  at  least  three 
bids,  posted  with  a  three  day  notice,  and  departments  are  required  to  keep  records  of  all  bids. 

Chapter  6  Section  23.24.  Competitive  Bidding 

Section  23.24  addresses  the  authority  granted  by  ordinance  or  Charter  to  the  City,  its  commissions,  boards,  or 
department  to  award  leases  without  competitive  bidding.  This  section  recommends  that,  not  withstanding  such 
power,  leases  that  are  expected  to  generate  revenue  over  $1,500  per  month  may  be  awarded  to  the  highest 
responsible  bidder,  unless  such  bidding  is  impractical  or  impossible,  in  accordance  with  competitive  bidding 
procedures. 


Chapter  6  Section  23.25-1.  Lease  of  Real  Property 

Section  23.25-1  addresses  lease  of  real  property,  and  authorizes  the  head  of  the  department  to  report  to  the 
Board  of  Supervisors  (the  Board)  that  such  land  is  not  required  for  use  by  the  department.  Acting  by  resolution, 
the  Board,  may  authorize  the  lease  of  such  property  by  the  Director  of  Administrative  Services.  The  latter  shall 
arrange  leases  for  periods  up  to  10  years  to  the  highest  responsible  bidder  and  at  the  highest  monthly  rent,  and  is 
also  required  to  collect  rents  due  under  the  lease  agreement.  The  Board  of  Supervisors  has  the  authority,  by 
resolution,  to  provide  leases  for  longer  terms  than  those  authorized  by  the  Director  of  Administrative  Services. 

Chapter  1 2D.  Minority/Women/Local  Business  Utilization 

The  San  Francisco  Municipal  Code  (Administrative  Code)  addresses  the  City's  non-discrimination  provisions 
as  they  apply  to  contracts  for  public  works  construction  projects,  and  empowers  the  Human  Rights  Commission 
to  oversee  compliance  with  the  City's  non-discrimination  guidelines.  Section  12D  also  upholds  the  City's 
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Ordinances  as  they  relate  to  non-discrimination  against  Women  Business  Enterprises  (WBE),  Minority  Business 
Enterprises  (MBE),  and  Local  Business  Enterprises  (LBE),  and  sets  appropriate  percentage  preferences  for  bids 
and  contracts  that  include  these  groups. 

BACKGROUND  -  Construction  Methods: 
Construction  with  Design-Bid-Build  Methods 

In  traditional  construction  projects  using  "design-bid-build"  or  "low  bid"  methods,  the  project  ovs  ner  (the 
"owner"),  such  as  a  public  agency,  engages  an  architect  who  prepares  the  Construction  Documents  from  w  hich 
!  drawings  and  project  specifications  are  generated.  The  architect's  completed  plans  are  then  circulated  to 
contractors  for  competitive  bidding  for  a  period  ranging  from  two  to  ten  weeks.  The  contract  is  generally 
awarded  to  the  general  contractor  with  the  lowest  responsive  bid.  By  using  the  "design-bid-build"  method, 
design  and  construction  functions  for  a  building  project  are  performed  separately  by  different  entities  under 
different  contacts.  Usually  the  architect  is  responsible  for  designing  the  project,  while  the  developer  completes 
construction  based  on  the  architect's  specifications  and  plans. 

Construction  with  Design-Build  Methods 

The  project  owner  who  opts  for  the  "design-build"  method  usually  teams  up  with  an  architect  (the  "owner's 
architecf ),  and  together  they  develop  a  "Criteria  Package,"  which  is  generally  not  as  extensive  as  the 
Construction  Documents  used  in  projects  using  "Design-Bid-Build."  The  owner  circulates  the  Criteria  Package 
for  bidding  for  an  average  of  three  months. 

|i  Unlike  projects  that  use  design-bid-build,  the  design-builder  (or  "developer")  can  assume  vanous  organizational 
!:  structures,  including  a  joint  venture  between  the  designer  and  the  contractor,  or  a  partnership  including  the 

designer,  contractor  and  the  financing  agency  for  projects  involving  private  financing.  Under  this  partnership, 
j  either  one  of  these  units  can  be  the  lead  contractor  while  the  others  assume  sub-contractor  roles. 

At  the  end  of  the  bidding  process,  each  design-builder  provides  the  owner  with  a  "Guaranteed  Maximum  Price" 
(GMP)  for  completing  the  project.  The  selection  of  a  design-build  team  is  not  based  on  the  lowest  bid.  but  on 
each  firm's  qualification  criteria  which  are  assessed  by  the  owner  to  determine  each  firm's  "Best  Value."  The 
I  criteria  are  based  on  various  "weighted"  factors  including  the  design-builder's  Guaranteed  Maximum  Price 
(GMP),  experience  of  the  team,  the  management  plan  and  design,  schedule  requirements,  and  financial 
capability. 

Design-build  programs  have  been  gaining  popularity,  even  with  public  agencies,  as  an  alternative  way  of 
constructing  facilities.  The  first  governmental  construction  projects  using  design-build  were  in  San  Diego. 
I  including  the  building  of  the  $75  million  County  Courthouse.  DPW  states  that  the  city  of  Oakland  has  also  used 
■  design-build  methods  to  construct  some  of  its  facilities.  In  1993,  design-build  programs  claimed  one-third  of 
i  new  contract  volume  generated  by  the  nation's  top  400  contractors  (San  Augustin,  1995).  Industr\'  leaders, 
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including  the  Design-Build  Institute  of  America,  claim  that  by  the  year  2000,  at  least  50  percent  of  majoi 
construction  projects  will  use  the  design-build  method. 


Competitive  Bidding 

The  City  has  traditionally  not  constructed  public  works  projects  using  the  design-build  process.  However, 
according  to  DPW,  some  buildings  in  San  Bruno's  County  Jail  7  were  constructed  using  design-build,  under 
emergency  contract.  Construction  projects  using  low-bid  methods  have  traditionally  been  financed  through  the 
General  Fund,  grants  -  including  those  from  the  Federal  Emergency  Management  Agency  (FEMA),  and 
proceeds  from  bond  sales. 

Provisions  relating  to  contracts  for  the  construction  of  public  works  projects,  as  well  as  expenditures  therefrom, 
are  contained  in  Chapter  6  Section  6.05  of  the  Administrative  Code.  Under  these  provisions,  the  construction  of 
public  works  with  expenditures  exceeding  $50,000,  is  to  be  done  by  contract,  unless  superseded  by  other 
Charter  or  Municipal  Code  provisions.  Additionally,  Administrative  Code  provisions  prohibit  the  "splitting"  of 
any  public  work  for  purposes  of  evading  contract  requirements. 

Administrative  Code  provisions  further  grant  the  Mayor  or  the  Mayor's  designee  authority  over  any  public 
works  project  which  costs  over  $50,000.  Each  project  shall  have  separate  accounting  -  including  direct, 
indirect,  and  supervisory  elements  of  costs  chargeable  to  such  work.  Each  cost  accounting  shall  be  reported  to 
the  Mayor  or  the  Mayor's  designee,  and  the  Controller  shall  receive  reports  of  these  accounts. 

If  a  bid  with  the  lowest  gross  price  or  unit  cost  is  not  accepted,  and  a  contract  is  awarded  to  another  bidder,  the 
department  is  required  to  submit  a  written  report  to  the  Director  of  Administrative  Services,  the  Mayor  and  the 
Controller  stating  reasons  for  not  accepting  the  lowest  bid.  Contracts  for  public  works  with  expenditures 
exceeding  $50,000,  and  awarded  for  the  purchase  of  materials,  supplies  or  equipment,  shall  require  the  joint 
approval  of  the  department  head  and  the  Mayor  or  the  Mayor's  designee. 

Lease  Financing 

Charter  provisions  allow  the  City  and  County  to  enter  into  lease  financing  agreements  with  non-profit 
developers  when  a  proposition  for  lease  financing  obtains  a  majority  of  votes  from  citizens.  An  approval  for 
lease  financing  allows  the  City  and  County  to  enter  into  any  lease  or  sublease  agreement  with  any  authorized 
entity,  including  private  developers,  for  the  purpose  of  financing  the  construction  of  real  property  owned  by  the 
City  and  County. 

The  City  Attorney's  Office  states  that  construction  projects  owned  by  the  City,  may  be  funded  through  lease 
financing  by  a  private  developer.  The  City  is  authorized  to  enter  into  a  50-year  ground  lease  -  approved 
annually  by  the  Board  of  Supervisors  -  for  the  purpose  of  constructing  real  property  on  the  land,  such  as  a  public 
facility.  Upon  expiration  of  the  long-term  ground  lease,  the  land  reverts  to  the  City  together  with  any  facilities 
built  on  it. 


401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


Design-Build 
Leg.  Analysis 
Page  5 


Certificates  of  Participation  and  General  Obligation  Bonds 

The  Mayor's  Office  of  Public  Finance  states  that  lease  financing,  through  Certificates  of  Participation,  could  be 
used  by  the  City  if  it  intends  to  retain  ownership  over  a  capital  project.  This  department  also  cites  General 
Obligation  Bonds  (GO  Bonds)  as  yet  another  method  by  which  the  City  finances  its  capital  projects.  Charter 
provisions  authorize  the  Board  of  Supervisors  to  issue  GO  Bonds  in  accordance  with  state  law  or  requirements 
adopted  under  local  ordinances,  which  include  a  super  majority  vote. 

Unlike  lease  financing  which  can  have  terms  of  up  to  30  years,  GO  Bonds  are  statutorily  restricted  to  20  years 
and  tend  to  offer  lower  interest  rates  than  terms  that  are  generally  available  under  lease  financing  agreements. 
Charter  provisions  however,  limit  outstanding  general  obligation  bond  indebtedness  to  three  percent  of  the 
assessed  value  of  all  taxable  real  and  personal  property,  located  within  the  City  and  County. 

Charter  provisions  also  authorize  the  Board  of  Supervisors  to  issue  revenue  bonds  for  the  purpose  of  financing 
buildings,  fixtures  or  equipment  as  directed  under  state  law.  Revenue  bonds  can  also  be  issued  through 
propositions  for  which  a  simple  majority  of  votes  is  obtained.  Alternatively,  a  three-fourths  majority  of  the 
Board  of  Supervisors  could  also  authorize  issuance  of  revenue  bonds  if  used  to  finance  projects,  such  as 
buildings,  which  are  deemed  necessary  in  order  to  comply  with  an  order  of  a  state  or  federal  authority  u  iih 
jurisdictional  powers. 

Practical  Applications  for  Design-Build  Methods 

According  to  the  Bureau  of  Architecture  (BOA)  at  the  Department  of  Public  Works  (DPW),  design-build 
methods  can  be  used  for  some  construction  projects,  including  facilities  which,  structurally,  have  repetitive 
elements,  and  are  unencumbered  by  a  great  deal  of  complexity,  as  well  as  projects  involving  special  expertise  or 
technology.  Construcfion  projects  for  jails  and  office  buildings  are  examples  of  projects  that  would  generally 
qualify  to  use  design-build. 

DPW  and  the  City  Attorney's  Office  state  that  the  City  is  required  to  address  the  structural  safety  of  San  Bruno 
jail  for  its  inmates.  A  judge's  ruling  requires  the  City  to  comply  with  constitutional  provisions  which  guarantee 
inmate  safety.  BOA  states  that  design-build  methods  could  be  used  to  build  a  jail  to  replace  the  existing  San 
Bruno  jail. 

Design-Build  Methods  -  Advantages  and  Disadvantages; 

Developers  and  some  public  officials  tout  design-build  construction  for  its  cost-effectiveness  and  time 
efficiency,  and  for  promodng  a  more  collaborafive  environment  between  the  owner  and  contractors,  while 
diminishing  added  expenses  and  delays  that  result  from  constant  change  orders.  These  design-build  ad\  ocates 
state  that  when  the  design  and  construction  services  of  a  project  are  housed  within  one  entity,  the  benefits 
include: 

•    A  shortened  project  delivery  system  due  to  overlap  in  design  and  construction  functions.  WTien  the  same 
entity  is  responsible  for  design  and  construction  of  the  facility,  procurement  and  initial  construction  can 
begin  prior  to  complefion  of  the  design  phase,  thus  resulting  in  time  and  cost  savings. 


401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


Design-Build 
Leg.  Analysis 
Page  6 


•  A  system  that  promotes  risk  management  by  simplifying  the  lines  of  liability  and  responsibility  for  the 
owner  since  he  or  she  does  not  have  to  mediate  disputes  between  the  designer  and  the  builder.  With  design- 
build,  the  developer  typically  warrants  all  of  the  work,  including  the  design  of  the  project. 

•  Increased  efficiency  in  combining  the  design  and  construction  elements  under  one  "roof."  This  method 
grants  the  project  owner  single-source  responsibility  without  the  need  to  coordinate  between  the  architect 
and  the  contractor,  as  might  happen  under  the  low-bid  method. 

•  Continuity  between  designer  and  builder  since  the  same  entity  with  expertise  on  design  is  also  required  to 
build  the  facility.  As  developers  acquire  new  technologies,  it  becomes  critical  that  both  the  designer  and  the 
builder  are  able  to  share  expertise  and  establish  an  effective  communication  system  to  translate  their 
understanding  of  the  technology  and  construction  processes. 

Some  individuals  in  the  construction  industry,  including  specialists  in  contract  law  and  architects,  associate  the 
following  disadvantages  with  design-build  methods: 

•  The  likelihood  of  some  developers  to  "cut  corners"  in  response  to  pressures  to  stay  on  budget  and  on 
schedule;  thus,  resulting  in  delivery  of  an  inferior  product.  DPW  states  that  this  problem  can  be  avoided  by 
developing  a  more  detailed  owner's  Criteria  Package  stating  the  owner's  requirements. 

•  Loss  of  checks  and  balances  when  the  developer  is  entrusted  with  the  design  and  construction  elements  of 
the  project.  In  traditional  construction,  the  owner  works  closely  with  the  designer  during  the  construction 
phase  to  ensure  that  the  project  is  completed  according  to  specifications.  With  design-build,  the  designer 
and  builder  are  in  partnership  because  of  the  linking  of  design  and  construction  functions  under  one  entity. 
DPW  points  out  that  having  an  owner's  representative  to  enforce  the  requirements  of  the  Criteria  Package, 
helps  to  establish  a  system  of  checks  and  balances. 

•  Reduced  owner  control  when  the  designer  is  on  the  same  team  as  the  builder.  Status  reports  provided  by 
the  builder  may  not  contain  as  much  detail  as  they  normally  would  with  use  of  design-bid-build  methods. 
However,  according  to  DPW,  this  problem  can  be  addressed  by  the  owner  teaming  up  with  another 
construction  firm,  to  help  monitor  the  developer's  work. 

•  Institutional  obstacles  which  limit  or  restrict  the  use  of  design-build.  These  include  some  state  and 
municipal  laws  and  regulations,  such  as  those  which  require  competitive  bidding  for  projects  funded  with 
public  dollars.  Insurance  and  bonding  may  also  be  more  complicated  to  arrange  in  a  project  using  design- 
build.  Recent  actions  in  the  insurance  and  bonding  industries  are  addressing  the  need  for  new  products 
tailored  for  design-build.  Public  laws  and  regulations  are  also  changing  to  accommodate  requirements 
under  design-build. 
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POLICY  ISSUES: 

1 .   The  Costs  of  Using  Design-Build 

Costs  in  construction  projects  using  low-bid  methods  are  generally  contained  through  use  of  the  lowest  qualified 
developer.  However,  with  the  elimination  of  competitive  bidding  in  projects  using  design-bid  and.  or  pri\  ate 
financing,  there  could  be  tremendous  increases  in  project  costs  from  selecting  developers  w  ith  the  most 
expertise  and  consequently,  a  higher  Guaranteed  Maximum  Price  (GMP).  The  "wrapping"  of  design  and 
construction  functions  under  the  GMP,  could  provide  a  significant  offset  if  it  can  be  demonstrated  that  projects 
using  design-build  are  completed  in  a  more  cost  efficient  way  than  would  normally  be  the  case  with  design-bid- 
build  projects. 

According  to  DPW,  approval  of  the  proposed  ordinance  by  the  Board  of  Supervisors  would  enable  construction 
of  County  Jail  3  through  the  design-build/private  financing  mechanism.  Feasibility  for  construction  of  County 
Jail  3  under  design-build  methods  would  be  determined  by  the  weighing  of  criteria  used  to  arrive  at  the  Best 
Value,  which  include  total  project  costs  provided  under  GMP,  Management  and  Design,  and  Schedule  for 
completion.  According  to  DPW,  cost  to  build  would  be  assigned  greater  weight,  than  the  other  criteria  if 
construction  of  the  new  jail  included  design-build. 


2.   The  Implications  of  Eliminating  Competitive  Bidding 

The  San  Francisco  Municipal  Code  contains  competifive  bidding  requirements  for  construction  projects  using 
design-bid-build  and  supported  with  public  funds.  Departments  seeking  contracts  for  construction  projects 
using  design-bid-build,  are  able  to  realize  cost  savings  by  awarding  contracts  to  qualified  developers  with  the 
lowest  bid. 

If  the  proposed  ordinance  becomes  City  law,  then  departments  would  be  granted  the  authority  to  seek  projects 
without  facing  competitive  bidding  constraints.  However,  there  is  also  potential  for  increased  construction 
costs,  as  emphasis  on  selecting  contractors  shifts  from  obtaining  the  lowest  bidders  to  obtaining  the  more 
experienced  and  better  qualified  contractors  who  may  demand  higher  construction  costs. 


3.  Efficiency  Considerations  with  Broader  Authority 

Under  current  law,  department  heads,  seeking  proposals  for  public  works  contracts  using  design-bid-build 
methods  exceeding  $50,000,  are  required  to  submit  detailed  estimates  for  the  review  of  the  Mayor  or  the  board 
or  commission  for  departments  which  are  not  under  the  Mayor's  jurisdiction.  Under  the  proposed  ordinance, 
the  department  head  is  not  required  to  obtain  the  approval  of  the  Board  of  Super\  isors  (the  Board)  in  order  for 
him  or  her  to  seek  proposals  for  public  works  contracts  using  design-build,  but  is  required  to  notify  the  Board, 
in  writing,  if  he  or  she  were  seeking  proposals  for  construction  projects  using  design-build  and  or  private 
financing.  It  is  only  at  the  later  stage  of  the  contract  phase  that  the  department  head  would  be  required  to  obtain 
approval  of  the  Board  for  final  agreements  granting  contracts  for  public  works  construction  projects. 
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An  amendment  to  the  proposed  ordinance  requiring  approval  by  the  Board  at  the  earliest  stages  of  the  contract 
process,  could  help  institute  a  system  of  checks  and  balances,  thus  allowing  the  Board  to  evaluate  criteria 
relating  to  construction  contracts  earlier  in  the  construction  process. 


Options: 

1 .  Approve  the  ordinance  as  proposed  to  allow  directors  of  departments  who  may  enter  into  construction 
contracts  to  seek  proposals  from  private  entities  that  use  design-build  and/or  financing  programs  for  public 
works  projects  where  necessary  to  achieve  cost  savings  and/or  time  efficiencies.  The  Board  of  Supervisors 
(the  Board)  would  receive  notification  from  department  heads  seeking  proposals  for  public  works 
construction  projects  using  design-build  and/or  private  financing,  and  final  agreement  for  construction 
contracts  shall  be  subject  to  approval  by  the  Board,  and  review  by  the  Capital  Improvement  Advisory 
Committee  for  projects  using  financing  programs. 

2.  Amend  Section  6.09  of  the  proposed  ordinance  to  include  a  provision  that  authorizes  the  director  to  request 
the  approval  of  the  Board  of  Supervisors  when  intending  to  seek  design-build  and/or  finance  proposals.  The 
Board  would  be  involved  earlier  in  the  construction  process  in  order  to  make  evaluations  determining 
whether  or  not  proposed  construction  projects  should  be  pursued,  abandoned,  or  modified  and  providing 
direction  on  the  criteria  used  in  selecting  the  design-builder. 

3.  Do  not  approve  the  ordinance.  A  decision  against  approval  means  that  departments  would  be  required  to 
seek  construction  contracts  for  public  works  projects  under  the  provisions  in  the  Administrative  Code  using 
design-bid-build  methods.  Approval  of  projects  would  be  based  on  competitive  bidding,  with  the  contract 
being  awarded  to  the  qualifying  developer  offering  the  lowest  bid,  and  subject  to  the  Mayor's  final  approval 
or  the  approval  of  departmental  boards  or  commissions  that  are  not  under  the  Mayor's  jurisdiction. 
Financing  would  continue  to  be  based  on  various  methods,  including  bond  issues  and  lease  financing. 


Legislative  Analysis  Prepared  By:  Clarice  L.  Duma  (Tel.  415/554-7782) 
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Summary  of  Requested  Action; 

The  proposed  resolution  (File  98-0463)  would  support  the  creation  of  a  health  and  environment 
resource  center  in  the  Bayview/Hunters  Point  community,  acknowledge  the  need  for  additional 
funding  for  the  project,  and  request  a  detailed  outline  of  the  scope  of  work  and  time  line  for  the 
project  from  the  Department  of  Public  Health  (DPH). 

Background: 

According  to  data  collected  by  DPH  and  the  University  of  California  at  San  Francisco  (UCSF), 
the  rates  of  hospitalization  for  asthma,  diabetes,  and  cardiovascular  diseases  are  notably  higher  in 
the  Bayview/Hunters  Point  community  than  in  other  parts  of  the  City  or  statewide.  Moreover, 
rates  of  cervical  and  prostate  cancer  and  mortality  from  breast  cancer  are  higher  than  expected  by 
DPH.  Sixty  (60)  of  the  of  the  400  students  at  Dr.  George  Washington  Carver  Elementary 
School,  or  15%,  were  diagnosed  with  asthma  in  1996.  According  to  Dr.  Tomas  Aragon  of  DPH. 
the  City  does  not  currently  have  a  mechanism  to  measure  asthma  rates  at  other  schools  or 
institutions,  but  is  in  the  process  of  developing  a  system.  Dr.  Aragon  reports  that  asthma  rates 
average  approximately  5%  nationally,  that  rates  in  excess  of  10%  are  generally  considered  cause 
for  concern,  and  that  evidence  indicates  that  certain  communities  -  including  some  communities 
of  color  -  are  experiencing  rates  of  roughly  15%. 

Although  no  causal  link  to  environmental  factors  has  been  determined,  residents  and  advocates  in 
the  community  point  to  the  high  number  of  hazardous  waste  sites  in  Bayview/Hunters  Point  and 
localized  pollution  as  potential  factors.  These  issues  were  explored  in  an  October  1997  hearing 
before  the  Health,  Family  and  Environment  Committee. 

As  part  of  an  ongoing  process  and  at  the  request  of  the  Committee,  DPH  developed  a  plan  in 
consultation  with  community  groups  to  begin  to  address  the  health  conditions  in 
Bayview/Hunters  Point.  On  March  17,  1998,  the  Health  Commission  endorsed  a  draft  plan  to 
fight  asthma  and  cancer  in  the  community  by  creating  a  centralized  health  and  en\  ironment 
resource  center  which  would  house  representatives  of  community-based  service  providers.  Staff 
at  the  center  would  provide  residents  with  health  information,  outreach  and  advocacy  serv  ices. 


401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


The  initial  cost  to  create  the  Bayview/Hunters  Point  health  and  environment  resource  center  is 
estimated  at  $2.4  million.  No  funds  are  included  in  the  FY  1997-98  budget,  nor  was  the  proposal 
drafted  in  time  for  DPH  to  submit  a  budget  request  to  the  Mayor  for  inclusion  in  the  FY  1998-99 
budget. 

Policy  Issues: 

How  was  the  need  for  a  health  and  environment  resource  center  located  in  Bayview/Hunters 
Point  determined? 

According  to  Mr.  Bob  Prentice  of  DPH,  DPH  drew  on  the  epidemiological  data  included  in  the 
UCSF  study  and  on  data  collected  over  4  years  on  Citywide  neighborhood  hospitalization  rates. 
Additionally,  a  DPH  Prevention  Unit  initiative  found  high  rates  of  morbidity  and  mortality  in  the 
African- American  community,  which  makes  up  a  majority  of  the  population  in  Bayview/Hunters 
Point.  Mr.  Prentice  also  reports  that  Bayview/Hunters  Point  is  the  substantially  larger  of  two 
federally-designated  Health  Personnel  Shortage  Areas  in  San  Francisco,  a  measure  of  the  per 
capita  rate  of  primary  care  physicians  in  a  community. 

What  services  currently  exist  in  Bayview/Hunters  Point  and  how  would  the  proposed  center 
affect  or  expand  those  services? 

According  to  Mr.  Prentice,  health  services  in  the  community,  particularly  those  targeting  asthma 
and  cancer  prevention,  are  currently  provided  in  a  patchwork  fashion  with  limited  resources  and 
with  a  substantial  volunteer  component.  As  the  proposal  to  create  the  center  evolves,  the 
Committee  may  wish  to  seek  additional  information  on  the  expansion,  integration  and/or 
duplication  of  services  and  community  resources  in  Bayview/Hunters  Point. 

Options: 

1 .  Approve  the  proposed  resolution.  This  would  indicate  the  Committee's  support  for  creation 
of  a  Bayview/Hunters  Point  health  and  environment  resource  center,  pending  additional 
funds  and  information. 

2.  Request  DPH  to  report  back  to  the  Committee  on  how  the  proposed  center  would  expand, 
coordinate  and  integrate  health  services. 

3.  Do  not  approve  the  proposed  resolution.  This  would  indicate  that  the  Committee  has  not 
taken  a  position  in  support  of  the  health  center.  Future  consideration  of  the  health  center 
could  be  deferred  to  the  budget  process,  a  supplemental  appropriation  or  indefinitely. 

Prepared  by:    Billy  Blattner 
(415) 554-7784 

cc:      Board  of  Supervisors  Clerk  of  the  Board 

Harvey  Rose  Steve  Kawa 

City  Attorney 
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Summary  of  Requested  Action: 


The  proposed  resolution  (File  98-466)  would  approve  the  assignment  of  full-time  City 
employees  on  paid  status  to  assist  the  U.S.  Immigration  and  Naturalization  Service  (INS)  in 
processing  the  current  backlog  of  naturalization  applications.  The  proposed  resolution  would 
also  authorize  the  assignment  of  full-time  City  employees  on  paid  status  to  assist  the  INS  at 
regular  Tuesday  morning  naturalization  ceremonies. 


Current  Law: 


Federal  regulations  (5  U.S.C.  3371)  permit  State  and  local  employees  to  be  assigned  to  a  Federal 
agency  for  work  of  mutual  concern  and  that  is  beneficial  to  both  the  Federal  and  State  or  local 
government.  State  and  local  laws  permit  City  employees  to  be  assigned  to  a  third  party  if  such 
assignment  benefits  the  City  or  if  the  Board  of  Supervisors  finds  that  such  assignment  serves  a 
valid  public  purpose. 

Background: 

According  to  Mr.  David  Still  of  the  Immigration  and  Naturalization  Service  (INS),  roughly 
200,000  naturalization  applications  currently  are  being  processed  by  the  Northern  California  FNS 
District  Office.  Approximately  75,000  applications  are  pending  from  the  Bay  Area,  about  Va  of 
which  are  from  San  Francisco  applicants.  Only  these  75,000  applications  are  physically 
processed  in  San  Francisco.  The  remaining  125,000  Northern  California  applications  are 
processed  in  other  INS  sub-offices.  Mr.  Still  reports  that  the  average  waiting  time  for 
applications  to  be  processed  in  San  Francisco  is  13  months,  with  some  applications  taking  as 
long  as  18  months. 

The  proposed  resolution  would  authorize  the  assignment  of  full-time  City  employees  to  the  INS 
in  order  to  assist  in  the  processing  of  naturalization  applications.  These  workers  would  continue 
to  be  paid  by  the  City  and  receive  City  benefits.  However,  if  the  rate  of  pay  for  the  work 
performed  at  the  INS  is  higher  than  the  wage  currently  received  by  an  employee,  the  Federal 
government  would  pay  the  employee  the  difference. 

City  employees  would  be  assigned  to  the  INS  for  periods  of  up  to  six  months.  The  program,  as 
proposed,  would  end  after  one  year.  According  to  Mr.  Still,  the  fNS  is  prepared  to  absorb  ten 
(10)  City  employees  at  a  time  to  provide  clerical  assistance  to  naturalization  officers.  Mr.  Still 
estimates  that  for  each  clerk  provided  -  up  to  ten  -  an  additional  200  naturalization  applications 
could  be  processed  per  month. 
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Mr.  Still  reports  that  similar  programs  are  being  considered  in  Santa  Clara  County  and  Dade 
County  (Miami),  FL. 

Policy  Issues: 

Why  should  San  Francisco  government  help  expedite  naturalization  process? 
The  Federal  welfare  reform  act  enacted  in  1996  discontinued  food  stamp  eligibility  for  certain 
legal  immigrants.  In  San  Francisco,  2,500  legal  immigrants  in  San  Francisco  were  discontinued 
from  the  food  stamp  program  as  a  result.  Many  immigrants  in  need  of  those  benefits  are  seeking 
U.S.  citizenship  in  order  to  have  those  benefits  restored.  However,  delays  in  the  naturalization 
process  result  in  delays  in  the  restoration  of  benefits.  It  is  unknown  how  many  of  the  2,500  legal 
immigrants  cut-off  from  food  stamps  in  San  Francisco  have  applied  for  citizenship.  Congress  is 
currently  considering  legislation  to  restore  eligibility  to  a  portion  of  the  legal  immigrant 
population  denied  eligibility  in  the  1996  law. 

The  proposed  resolution  includes  a  provision  finding  that  a  valuable  public  benefit  will  be  served 
by  providing  assistance  in  reducing  the  backlog  of  naturalization  applications.  By  making  such  a 
finding,  the  proposed  resolution  would  make  it  City  policy  to  assist  the  Federal  government  in 
carrying  out  Federal  immigration  responsibilities  without  direct  compensation. 

How  would  the  program  affect  workload  in  the  departments  loaning  employees? 
In  order  for  a  City  employee  to  be  eligible  for  assignment  to  the  INS,  federal  regulations  require 
workers  to  be  permanent  employees  who  have  worked  for  the  City  at  least  90  days.  This 
requirement  has  the  effect  of  excluding  Welfare  to  Work  recipients  and  new  hires,  among  others. 

Mr.  John  Young,  of  the  Department  of  Human  Services  and  a  member  of  the  Mayor's  Welfare 
Reform  Task  Force,  would  coordinate  the  assignment  of  City  staff  to  the  INS.  He  reports  that 
the  employees  selected  for  this  special  assignment  would  consist  primarily  of  employees  on 
limited  duty.  Employees  on  limited  duty  include  Municipal  Railway  (MUNI)  operators  assigned 
to  office  duties  pending  investigation  of  an  accident  as  well  as  employees  of  MUNI  and  other 
departments  unable  to  complete  their  normal  responsibilities  for  reasons  such  as  a  limited 
disability.  Consequently,  Mr.  Young  advises,  the  work  being  performed  by  limited  duty 
employees  could  be  absorbed  by  regular  City  staff 

Based  on  an  informal  inquiry,  Mr.  Young  estimates  that  approximately  15-20  MUNI  employees 
would  be  eligible  for  assignment  to  the  INS  to  assist  in  the  processing  of  naturalization 
applications.  To  date,  other  City  departments  have  not  been  surveyed. 

Would  City  employees  process  applications  from  San  Francisco  residents  only? 
Naturalization  applications  at  the  INS  are  processed  in  the  order  they  were  received  and  are  not 
sorted  by  county  of  origin.  Based  on  the  estimates  of  pending  applications  provided  by  the  INS, 
roughly  one  in  four  of  the  applications  processed  by  City  employees  would  be  from  San 
Francisco.  As  estimated,  200  Bay  Area  naturalization  applications  would  be  processed  per  City 
employee  per  month,  resulting  in  City  employees  processing  roughly  50  San  Francisco 
applications  per  month  for  a  total  of  6,000  in  one  year's  time  (50  applications/month  x  10 
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employees  x  12  months),  or  32%  of  the  total  San  Francisco  applicants  needing  processing.  The 
remaining  18,000  apphcations  processed  by  City  employees  would  be  from  other  counties. 

Options: 

1.  Adopt  the  proposed  resolution.  This  would  permit  permanent  employees  of  the  City  and 
County  of  San  Francisco  to  be  assigned  to  the  U.S.  Immigration  and  Naturalization  service  to 
assist  in  the  processing  of  naturalization  applications  filed  in  Northern  California. 
Approximately  2,400  San  Francisco  applicants  could  be  processed  in  the  next  year. 

2.  Encourage  other  Bay  Area  counties  to  participate  in  the  program.  This  would  distnbute  the 
costs  of  assigning  local  employees  to  the  INS  among  the  other  communities  who  would  share  in 
the  benefits  of  the  program. 

3.  Urge  San  Francisco's  federally  elected  officials  and  lobbyists  to  support  legislation  to 
provide  sufficient  funds  to  fully  staff  the  Northern  California  INS  District  Office.  This  \s  ould 
encourage  more  expeditious  processing  of  naturalization  applications,  for  which  the  Federal 
government  is  responsible  but  which  also  benefits  San  Francisco. 

4.  Do  not  adopt  the  proposed  resolution.  This  would  not  permit  City  employees  to  be  assigned 
to  the  INS  to  process  naturalization  applications. 

Prepared  by:    Billy  Blattner 
(415)  554-7784 


cc:      Board  of  Supervisors 
Harvey  Rose 
City  Attorney 


Clerk  of  the  Board 
Steve  Kawa 
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The  proposed  ordinance  (File  98-0515)  would  add  Section  184.12  to  the  Public  Works  Code 
which  would  regulate  the  placement  and  maintenance  of  multiple-newspaper  "fixed  pedestal" 
newsracks  in  designated  "Fixed  Pedestal  Zones;"  prohibit  individual  free-standing  newsracks  in 
those  zones;  and  authorize  the  Director  of  Public  Works  to  select  and  contract  with  vendors  to 
provide  and  maintain  fixed  pedestal  newsracks. 

The  proposed  companion  ordinance  (File  98-0516)  would  add  fixed  pedestal  newsrack  permit 
appeals  to  the  decisions  eligible  for  appeal  to  the  Board  of  Appeals  and  would  make  technical 
corrections  to  Part  III,  Section  8  of  the  Municipal  Code  which  delineates  the  method  of  appeal  to 
the  Board  of  Appeals. 


Current  Law: 


Sections  184-184.1 1  of  Article  5.4  of  the  Public  Works  Code  currently  govern  the  regulation  of 
newsracks  in  San  Francisco.  Article  5.4  finds  that  "absent  some  reasonable  regulation, 
[newsracks]  may  unreasonably  interfere  with  the  use  of . . .  streets,  sidewalks,  and  public  rights- 
of-way,  and  may  present  hazards  to  persons  or  property."  Except  for  newsracks  covered  under  a 
six  month  pedestal-mounted  -  or  fixed  pedestal  -  pilot  project,  newsrack  regulations  apply  to 
individual  free-standing  news  boxes.  Fixed  pedestal  units  are  newsracks  that  can  be  anchored  to 
the  ground  and  that  contain  muUiple  boxes  for  the  sale  or  distribution  of  multiple  periodicals. 

Sections  184-184.1 1  and  Section  II.  1.48- 1.50  of  the  Master  Plan  include  restnctions  on  the 
placement,  maintenance  and  display  of  newsracks;  regulations  on  the  seizure  of  newsracks  and 
the  imposition  of  fines  for  violations  of  these  restrictions;  and  an  insurance  requirement. 

Current  law  also  requires  the  DPW  Director  to  appoint  an  advisory  committee  of  newspaper 
distributors  and  concerned  citizens  to  recommend  guidelines  for  interpreting  and  enforcing 
regulations  governing  newsrack  placement. 

Under  current  law,  publishers  and  distributors  of  periodicals  that  use  newsracks  must  submit  a 
newsrack  certificate  to  the  Director  of  the  Department  of  Public  Works  prior  to  installing  a 
newsrack  or  newsracks.  This  certificate,  which  does  not  need  City  approval,  contains  contact 
information  and  an  agreement  to  indemnify  and  hold  harmless  the  City. 


401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


Background: 


Pilot  Program 

On  March  17,  1997,  the  Board  of  Supervisors  adopted  a  resolution  (No.  277-97)  urging  the 
Department  of  Public  Works  (DPW)  to  conduct  a  six-month  pilot  program  locating  fixed 
pedestal  newsracks  in  a  few  congested  locations  in  San  Francisco  and  to  gather  public  opinion  on 
the  program.  Fixed  pedestal,  or  pedestal-mounted,  newsracks  are  newsracks  that  can  be 
permanently  anchored  to  the  ground  or  a  building  and  which  display  multiple  publications  for 
sale  or  distribution. 

Finding  that  "the  City  and  County  of  San  Francisco  has  a  substantial  interest  in  promoting  the 
public  health,  safety,  welfare  and  convenience  of  its  citizens  and  visitors  by  ensuring  that  pubHc 
streets,  sidewalks  and  rights-of-way  are  not  unreasonably  obstructed  by  newsracks,  and  that 
newsracks  are  properly  maintained,"  the  City  "is  searching  for  an  effective  way  of  reducing  the 
visual  clutter  and  hazards  associated  with  an  excessive  number  of  newsracks."  The  pilot 
program  was  to  address  issues  of  safety,  convenience,  disability  access,  visual  blight,  and 
economic  and  commercial  concerns. 

In  January  1998,  DPW  reported  a  93%  favorable  pubhc  response  rate  to  the  fixed-pedestal  pilot 
program.  Publishers  and  distributors  of  periodicals  did  not  express  the  same  rate  of  satisfaction. 
Of  eleven  responses  from  publishers  and  distributors  to  the  DPW  survey,  four  reported  an 
increase  in  sales/pick  up  rates,  four  reported  no  change,  and  three  reported  a  decline  in  their 
sales/pickup  rate.  Several  publishers  and  distributors  complained  that  the  vendors  -  the 
contractors  responsible  for  installing  and  maintaining  the  fixed-pedestal  units  -  did  not  respond 
quickly  enough  to  maintenance  requests.  Negative  views  were  more  often  expressed  by  smaller 
and  independent  publications. 

Proposed  Ordinance  Purpose 

The  proposed  ordinance  would  create  "Fixed  Pedestal  Zones"  in  highly  congested  areas  with 
particular  public  safety,  aesthetic,  historical,  economic  or  commercial  concerns.  The  intent  is  to 
create  a  system  that  ensures  the  fair  and  equitable  distribution  of  newspapers  while  reducing 
congestion  on  certain  City  streets,  sidewalks  and  rights-of-way. 

Authority  of  the  Director 

The  Director  of  Public  Works  (the  Director)  would  be  given  the  authority  to  promulgate 
guidelines  regarding  the  placement,  size,  construction,  design  and  other  features  of  fixed  pedestal 
units.  These  guidelines  include  the  establishment  of  fixed  pedestal  zones  and  the  location  of 
fixed  pedestal  units  within  fixed  pedestal  zones,  the  allocation  of  permits  to  distribute 
publications  from  a  given  fixed  pedestal  unit,  and  the  establishment  of  fees  not  to  exceed  the 
actual  cost  of  implementing  the  program.  No  fees  would  be  charged  in  the  first  year  of  the 
program. 

In  developing  the  guidelines,  the  Director  is  to  give  due  consideration  to  the  recommendations  of 
a  Newsrack  Advisory  Committee  developed  in  public  hearings.  The  members  of  the  Advisory 
Committee  would  be  appointed  by  the  Director  and  would  include  representatives  from 
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newspapers  or  news  periodicals,  their  designated  distributors,  neighborhood  and  merchant 
groups,  and  other  interested  parties. 

Award  of  Contracts 

The  Director  would  award  a  contract(s)  to  a  vendor(s)  to  install  fixed  pedestal  units  at  specified 
locations  within  designated  fixed  pedestal  zones.  The  Director  and  the  Art  Commission  would 
be  required  to  approve  the  design  of  the  unit  before  the  vendor  could  be  awarded  the  contract. 

The  vendors  would  be  responsible  for  the  maintenance  of  the  units  and  would  be  permitted  to  sell 
advertising  space  on  the  units.  The  proposed  ordinance  would  place  limits  on  the  size,  placement 
and  type  of  advertisements  permitted.  Advertisements  would  provide  the  revenue  for  vendors  to 
recoup  their  costs. 

Allocation  of  Permits 

In  order  for  a  publication  to  be  distributed  in  a  vendor's  fixed  pedestal  unit,  the  publisher  or 
distributor  would  be  required  to  obtain  a  permit  from  DPW.  Whereas  the  vendor  would  be 
responsible  for  maintenance  of  the  unit,  the  publisher  or  distributor  would  retain  responsibility 
for  supplying  a  permitted  box  with  copies  of  the  paper  or  periodical. 

The  publications  themselves  would  be  encouraged  to  determine  the  allocation  of  space  in  a  fixed 
pedestal  unit,  and  therefore  the  distribution  of  permits.  This  includes  both  the  determination  of 
which  publications  would  receive  permits  to  be  sold  or  displayed  in  a  given  multi-box  fixed 
pedestal  unit,  and  the  precise  box  location  within  a  given  unit  fi-om  which  each  selected 
pubhcation  would  be  sold  or  distributed.  If  the  pubHcations  could  not  reach  an  agreement,  the 
Director  would  convene  a  meeting  of  interested  publications,  allowing  dailies  and  weeklies  to 
draw  lots  for  permits  first,  followed  by  bimonthly  publications,  and  then  monthly  and  less 
firequent  publications. 

To  clarify,  two  decisions  must  be  made.  The  first  is  which  publications  will  be  distributed  from 
a  particular  unit.  For  example,  seven  publications  may  seek  to  be  distributed  at  a  location  with  a 
unit  that  only  provides  space  for  six.  Six  permits  would  be  awarded.  The  second  decision  is 
where  each  publicafion  will  be  located  within  that  unit.  For  example,  publishers  may  wish  to 
have  their  publications  sold  from  the  top  left-hand  box.  The  permit  would  specify  the  location 
within  a  fixed  pedestal  unit  from  which  the  publications  would  be  sold/distributed. 

Enforcement  and  Appeals 

Newsracks  located  in  fixed  pedestal  zones  in  violation  of  the  proposed  ordinance  could  be  seized 
or  disabled  upon  sufficient  notification  by  DPW.  Owners  could  pay  a  fine  of  S200  to  recover  the 
impounded  newsrack  and  would  be  required  to  restore  the  sidewalk  to  its  original  condition. 
Owners  of  impounded  or  disabled  boxes  may  request  a  meeting  with  the  Director  to  contest  the 
impoundment.  If  the  owner  is  not  satisfied  with  the  Director's  reconsidered  decision,  the  owner 
may  request  that  the  Director  refer  the  decision  to  an  impartial  hearing  officer.  If  the  final 
decision  is  that  the  seizure  of  a  newsrack  was  improper  and  that  placement  of  the  newsrack  was 
lawful,  the  Director  would  be  required  to  order  the  immediate  release  and  reinstallation  by  the 
City  at  the  City's  expense. 
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Permit  decisions  could  also  be  appealed  to  the  Director.  If  a  permit  applicant  is  not  satisfied  with 
a  decision,  the  question  could  be  referred  to  the  Newsrack  Advisory  Committee,  which  would 
make  a  recommendation  to  the  Director  who  would  consider  the  recommendation  and  issue  a 
reconsidered  decision.  If  this  decision  is  still  unsatisfactory,  the  complainant  could  file  an  appeal 
with  the  Board  of  Appeals  in  accordance  with  Part  III,  Section  8  et  seq.  of  the  Municipal  Code. 

Estimated  Number  of  Zones.  Units  and  Locations 

DPW  anticipates  the  creation  of  approximately  100  fixed  pedestal  zones  -which  may  vary  in  size 
fi-om  a  street  comer  to  several  city  blocks  -  with  roughly  1,000  multi-paper  fixed  pedestal  units 
within  those  zones  across  the  City.  According  to  Mr.  Dan  Brugmann  of  DPW,  the  majority  of 
fixed  pedestal  zones  will  probably  be  located  along  Market  Street  and  Downtown.  Other 
potential  zones  include,  but  are  not  limited  to,       Street,  West  Portal,  Clement,  Chestnut  and 
Union  Streets. 

Mr.  Brugmann  estimates  that  there  are  between  12,000  and  15,000  individual  fi'ee-standing 
newspaper  boxes  in  San  Francisco  distributing  roughly  30  to  40  publications.  Because 
substantial  portions  of  the  City  will  not  be  covered  by  fixed  pedestal  zones,  all  fi-ee-standing 
newsracks  will  not  be  eliminated.  According  to  Mr.  Brugmann,  the  overall  number  of  newspaper 
boxes,  either  in  fixed  pedestal  or  fi-ee-standing  units,  should  not  change  significantly. 

Request  For  Proposals 

On  March  12,  1998,  DPW  issued  a  Request  for  Proposals  (RFP)  for  a  Comprehensive  Pedestal- 
Mounted  News  Rack  Program  for  the  City  and  County  of  San  Francisco.  This  RFP  inidates 
implementation  of  the  proposed  ordinance  by  inviting  qualified  firms  to  submit  proposals  to 
install  and  maintain  fixed  pedestal  newsracks.  The  RFP  notes  that  the  duration  of  the  contract 
for  the  selected  vendor  would  be  20  years. 

The  RFP  details  the  scope  of  work  and  DPW-designated  specifications  for  fixed  pedestal  units 
and  urges  bidders  to  review  the  proposed  ordinance,  which  would  govern  the  program,  as  well  as 
the  January  1998  report  on  the  Pilot  Program. 

The  RFP  advises  potential  vendors  that  contractors  must  obtain  approvals  from  the  following 
agencies  prior  to  issuance  of  permits  from  DPW: 

1 .  Art  Commission; 

2.  City  Planning  Commission; 

3.  Human  Rights  Commission; 

4.  Port  Commission  (if  within  Port  jurisdiction); 

5.  Recreation  and  Park  Commission  (if  within  or  fronting  Recreation  and  Park  property); 

6.  Board  of  Supervisors;  and 

7.  Other  affected  agencies 

The  original  deadline  for  submission  of  proposals  was  April  27,  1998  but  has  been  postponed 
until  May  1 1,  1998.  Rules  governing  the  consideration  of  ordinances  by  the  Board  of 
Supervisors  preclude  passage  of  the  proposed  ordinance  sooner  than  May  11,  1998.  According 
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to  Mr.  Brugmaim,  DPW  cannot  negotiate  a  contract  or  contracts  with  potential  fixed  pedestal  unit 
vendors  until  the  ordinance  is  signed  by  the  Mayor,  but  may  engage  in  informal  interviews. 

Policy  Issues: 

First  Amendment  Concerns  and  Case  Law 

Newsrack  ordinances  in  other  cities  in  the  Bay  Area  and  around  the  country  have  been 
challenged  on  grounds  that  they  constitute  an  abridgment  of  the  First  Amendment  right  to 
freedom  of  speech.  In  Perry  Education  Association  v.  Perry  Local  Educators '  Association,  460 
US  at  45  (1983),  the  U.S.  Supreme  Court  decided  that  the  state  may  "enforce  regulations  of  the 
time,  place  and  manner  of  expression  which  are  content-neutral,  are  also  narrowly  tailored  to 
serve  a  significant  government  interest,  and  leave  open  ample  alternative  channels  of 
communication." 

More  recently,  the  Supreme  Court  let  stand  a  federal  court  decision  in  Gold  Coast  Publication, 
Inc.  s  V.  Corrigan,  112  F3d  1336  (1994).  The  Gold  Coast  decision  reaffirmed  the  permissibility 
of  content-neutral  regulations,  but  discussed  further  the  application  of  such  regulations, 
particularly  as  they  apply  to  newsracks.  The  Gold  Coast  case  involved  a  newspaper's  challenge 
to  a  Coral  Gables,  FL  ordinance  requiring  newspapers  distributed  in  newspaper  boxes  to  use  a 
specific  type  of  newsrack  and  restricting  the  color  and  lettering  size  on  the  box.  The  federal 
court  in  Gold  Coast  held  that  Coral  Gables'  newsrack  ordinance  was  permissible  because  it 
served  a  significant  government  interest  and  left  open  ample  alternative  channels  of 
communication. 

The  opinion  spends  some  time  discussing  the  means  of  regulation.  It  noted  that  the  ordinance 
did  not  vest  a  single  city  official  or  agency  with  an  unreasonable  amount  of  discretion.  The 
ordinance  "provides  explicit  limits  for  City  officials'  discretion  through  neutral  criteria  and 
procedural  safeguards..."  (Gold  Coast,  at  1349.) 

Many  of  the  questions  raised  about  the  proposed  ordinance  before  the  Committee  mirror  those  in 
Gold  Coast.  Mr.  David  Greenburg  of  the  City  Attorney's  Office  advises  that  the  proposed 
ordinance  was  drafted  to  address  First  Amendment  concerns  and  does  not  abridge  free  speech. 
According  to  Mr.  Greenburg,  the  proposed  ordinance  would  not  regulate  publications  based  on 
content  and  leaves  ample  alternative  channels  for  communication  and  distribution. 

Implementation  Plans 

The  proposed  ordinance  would  authorize  the  Director  of  Public  Works  to  designate  fixed 
pedestal  zones  and  the  placement  of  fixed  pedestal  units  in  those  zones.  The  Director  would 
award  contracts  to  qualified  vendors  to  install  and  maintain  units,  the  costs  for  which  vendors 
would  recoup  through  advertising  revenue.  Publications  would  agree  to  or  draw  lots  for  permits 
to  distribute  publications  in  a  particular  fixed  pedestal  unit. 

Objections  to  the  proposed  ordinance  raised  by  Mr.  Bruce  Brugmann,  editor  of  TJie  Sa?i 
Francisco  Bay  Guardian,  include  concerns  about  the  discretion  given  to  the  Director  of  Public 
Works.  Mr.  Brugmann  also  opposes  the  proposed  ordinance  on  the  grounds  that  it  does  not 
protect  publications  from  unlawfril  confiscation  or  censorship  of  advertising. 
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The  recommendations  of  the  Newsrack  Advisory  Committee,  which  is  appointed  by  the  Director, 
are  not  binding.  However,  decisions  of  the  director  may  be  appealed  to  an  impartial  hearing 
officer  or  to  the  Board  of  Permit  Appeals,  depending  on  the  decision. 

To  address  concerns  of  free  speech  advocates,  the  Committee  may  wish  to  consider  amending  the 
ordinance  to  require  that  a  majority  of  Advisory  Committee  members  be  representatives  of 
publications,  small  publishers  or  free  speech  advocates. 

As  drafted,  the  proposed  ordinance  requires  the  Director  to  report  to  the  Board  of  Supervisors  on 
the  effectiveness  of  the  fixed  pedestal  program  and  make  any  recommendations  regarding 
changes  to  the  law  no  later  than  December  31,  1999.  The  Committee  may  also  choose  to  direct 
the  Director  to  make  annual  reports  to  the  Board  of  Supervisors  on  the  implementation  of  the 
newsrack  program  detailing  the  status  of  implementation,  administration  costs,  the  number  and 
types  of  comments  and  complaints,  and  the  increase  or  decrease  in  the  number  of  publications 
distributed. 

No  formal  organization  of  publishers  and  distributors  of  publications  has  been  established  to 
serve  as  a  venue  for  permit  distribution  negotiations.  Mr.  Brugmann  of  DPW  advises  that  he  will 
assist  publications  in  arranging  meetings  to  discuss  permit  allocations.  However,  the  Board  may 
wish  to  encourage  publishers  and  distributors  to  establish  an  organization  to  serve  this  purpose. 

Publishers  of  monthlies  and  smaller  papers  have  expressed  concern  about  the  criteria  by  which 
permits  would  be  allocated.  These  criteria  give  priority  to  dailies  and  weeklies,  followed  by 
biweeklies  and  then  monthlies.  These  less  frequent  pubhcations  prefer  criteria  based  on 
historical  presence  of  distribution  at  a  given  location,  rather  than  permit  allocation  based  on 
frequency  of  publication. 

Fees 

After  the  first  year,  the  proposed  ordinance  would  allow  the  City  to  collect  fees  from  publishers 
to  cover  the  costs  of  administering  the  program.  Government  imposed  fees  on  publications  may 
be  considered  by  some  to  be  an  abridgment  of  speech  or  burden  smaller  publications.  The 
Committee  may  wish  to  amend  the  ordinance  to  remove  the  authority  to  impose  fees.  Costs  of 
administering  the  program  would  be  absorbed  by  DPW  or  another  designated  funding  source. 

A  problem  with  not  imposing  fees  in  the  first  year  (or  in  subsequent  years)  may  result  in  an 
incentive  for  publications  not  currently  distributed  in  the  City  to  seek  permits  for  distribution  in 
fixed  pedestal  units.  By  obtaining  a  permit  in  the  first  year,  publications  would  face  distribution 
costs,  but  not  the  cost  of  installing  and  maintaining  newsracks  or  fees.  These  latter  costs  would 
be  absorbed  by  the  fixed  pedestal  unit  vendor  and  defrayed  through  advertising  revenue.  The 
Board  may  wish  to  amend  the  ordinance  to  impose  fees  to  cover  the  cost  of  implementing  the 
newsrack  program  in  the  first  year,  but  waive  those  fees  for  publications  currently  distributed  in 
San  Francisco. 

Fees  beginning  in  the  second  year  of  the  program  would  be  based  on  the  cost  of  administering 
the  program  in  the  first  year.  Start-up  costs  would  be  greater  in  the  first  year  than  in  subsequent 


years  because  of  the  contract  award,  permit  distribution  and  initial  compliance  monitoring 
processes.  The  Board  may  wish  to  require  the  Director  to  adjust  fees  annually  or  to  rebate  excess 
revenues. 

Zoning  Approval 

Under  the  proposed  ordinance,  the  authority  to  designate  fixed  pedestal  zones  would  be  granted 
to  the  Director  of  Public  Works  upon  consideration  of  recommendations  made  by  the  Newsrack 
Advisory  Committee  and  after  a  public  hearing.  The  Committee  may  wish  to  amend  the 
proposed  ordinance  to  allow  appeals  to  the  Board  of  Supervisors,  Board  of  Permit  Appeals,  or 
Planning  Commission  to  proposed  fixed  pedestal  zones  within  a  specified  amount  of  time  after 
zoning  regulations  are  published.  This  would  allow  the  public  an  additional  opportunity  to 
comment  on  specific  proposed  zones  prior  to  implementation. 

Publications  have  expressed  concerns  that  the  location  of  fixed  pedestal  units  within  fixed 
pedestal  zones  will  be  driven  by  the  advertising  concerns  of  the  vendors,  not  the  circulation 
needs  of  the  publishers.  The  Committee  may  wish  to  amend  the  proposed  ordinance  to  allow 
interested  parties  to  appeal  the  location  of  fixed  pedestal  units  within  fixed  pedestal  zones. 

Smaller  neighborhood  pubHcations  are  concerned  that  publishers  with  fi-ee-standing  newsracks 
currently  located  in  fixture  fixed  pedestal  zones  will  relocate  those  displaced  newsracks  to 
outlying  neighborhoods.  This  would  add  to  congestion  and  create  new  competition  for  space. 

Kiosks 

The  proposed  legislation  would  deny  permits  to  publications  that  are  distributed  in  kiosks  less 
than  100  feet  fi"om  a  fixed  pedestal  unit.  These  kiosks,  which  generally  sell  only  the  Chronicle, 
Examiner,  and/or  USA  Today,  may  be  located  across  streets  or  in  a  different  flow  of  pedestrian 
traffic  and  are  not  open  24  hours.  Faced  with  having  access  restricted  to  fixed  pedestal  units 
because  of  this  provision,  publications  may  close  kiosks  to  obtain  access  to  newsracks.  The 
Committee  may  wish  to  reduce  the  distance  or  make  the  kiosk  provision  advisory  in  nature. 

Adult  Publications 

The  proposed  ordinance  requires  fixed  pedestal  unit  vendors  to  supply  blinder  racks  on  boxes 
which  distribute  material  harmfiil  to  minors,  which  may  be  a  First  Amendment  concern  to  certain 
publishers.  According  to  Mr.  Greenburg  of  the  City  Attorney's  Office,  State  law  allows  for  the 
City  to  prohibit  distribudon  of  adult  publications  fi-om  newsracks.  Therefore,  the  blinder  rack 
provision  is  a  less  restrictive  means  of  protecting  minors. 

Options: 

1 .  Adopt  the  proposed  ordinance.  This  would  authorize  the  Director  of  Public  Works  to 
establish  fixed  pedestal  zones,  to  award  contracts  to  vendors  to  install  fixed  pedestal  units  in 
those  zones,  distribute  permits  to  publications  enabling  those  publications  to  be  distributed  or 
sold  fi"om  certain  fixed  pedestal  units,  and  to  enforce  the  provisions  of  the  newsrack  program. 

2.  Adopt  the  proposed  ordinance  with  some  or  all  of  the  following  amendments: 
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A.  Amend  the  proposed  ordinance  to  require  the  majority  of  Newsrack  Advisory  Committee 
members  be  representatives  of  pubHcations,  small  publishers  or  free  speech  advocates.  This 
would  give  publications  a  greater  voice  in  the  recommendations  made  to  the  Director. 

B.  Amend  the  proposed  ordinance  to  remove  the  authority  to  impose  fees  on  publications 
distributed  in  newsracks.  This  would  address  certain  First  Amendment  concerns. 

C.  Amend  the  proposed  ordinance  to  impose  fees  on  permit  holders  in  the  first  year,  but 
waiving  fees  for  publications  already  distributed  in  the  City.  This  would  discourage  new 
publications  from  locating  in  San  Francisco  because  of  a  perceived  low  cost  of  participating 
in  the  program. 

D.  Amend  the  proposed  ordinance  to  allow  the  designation  of  fixed  pedestal  zones  and  the 
location  of  fixed  pedestal  units  within  those  zones  to  be  appealed.  This  would  give  the  public 
an  opportunity  to  comment  on  the  establishment  of  zones  and  units. 

E.  Amend  the  proposed  ordinance  to  make  restrictions  on  permits  to  publicafions  distributed 
in  kiosks  advisory  in  nature  and/or  reduce  the  distance  from  100  feet.  This  would  remove  a 
barrier  to  newsrack  distribution  of  newspapers  akeady  distributed  at  kiosks. 

7.  Do  not  adopt  the  proposed  ordinance.  This  would  leave  the  existing  newsrack  program  in 
place  and  would  not  authorize  the  Director  of  Public  Works  to  implement  a  fixed  pedestal 
newsrack  program.  This  would  render  the  fixed  pedestal  program  RFP  moot. 


Prepared  by:    Billy  Blattner 


(415)554-7784 


cc: 


Board  of  Supervisors 
Harvey  Rose 
City  Attorney 


Clerk  of  the  Board 
Steve  Kawa 

Public  Works  Department 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
BOARD  of  SUPERVISORS 


OFFICE  OF  THE  LEGISLATIVE  ANALYST 


Govt  Information  Ctr 
41  Main  Li brary-Ci vi  i 
100  Larkin  Street 
Mail  slot 


Gail  Feldman,  Chief  Legislative  Analyst 


;ivic  Center 


May  1,  1998 


MEMORANDUM 


FROM: 


TO: 


MAY  0  7 1998 


RE: 


File  Number  121-97-10  -  "Displaced  Workers  Protection  Act" 


During  the  regular  meeting  of  the  Board  of  Supervisors  held  on  April  27,  1998,  Supervisor  Michael  Yaki 
requested  that  the  Office  of  the  Legislative  Analyst  provide  a  review  of  the  proposed  "Displaced  Workers 
I      Protection  Act".  The  following  is  information  Jon  Ballesteros,  Senior  Legislative  Analyst,  has  researched  and 
prepared  in  response  to  the  Supervisor's  request. 

This  review  is  based  on  the  measure  as  amended  by  the  full  Board  in  its  meeting  of  April  27,  1 998. 

Summary  of  the  Proposed  Ordinance 

!      This  measure  would  enact  the  Displaced  Worker  Protection  Act  (Act).  The  Act  would  require  any  specified 
contractor  who  is  awarded  a  contract  for  security,  janitorial  or  building  maintenance  services,  to  retain,  for  a  90 
day  transition  period,  employees  who  were  employed  by  the  previous  contractor  for  at  least  eight  (8)  months 
prior  to  the  contract  changing  hands.  The  Act  only  would  apply  to  contracts  of  more  than  $25,000  and  3  or 
more  months  in  duration.  Additionally,  contractors  employing  less  than  25  employees  would  be  exempt  for  the 
provisions  of  the  Act. 

During  the  transition  period,  the  new  contractor  would  be  allowed  to  dismiss  employees  of  the  previous 
contractor  if  the  new  contractor  determines  that  the  job  can  be  accomplished  with  a  smaller  workforce.  These 
dismissals  must  be  based  on  seniority.  The  new  contractor  would  be  obligated  to  maintain  a  list  of  all  covered 
employees'  and  hire  from  that  list  if  subsequent  hires  must  be  made  (following  the  allowable  lay-off)  within  the 
90  day  transition  period.  The  Act  would  provide  that  succeeding  contractors  may  terminate  any  employee  for 
cause,  as  defined. 

Following  the  90  day  transitional  period,  the  contractor  would  be  required  to  complete  a  \s  ritten  performance 
evaluation  of  each  retained  employee  and,  if  the  employee's  performance  is  found  to  be  satisfacton.-.  the 
contractor  would  be  required  to  offer  continued  employment  to  that  employee  under  terms  and  conditions 


'  Defined  as  employees  who  works  at  least  fifteen  (15)  hours  a  week  in  San  Francisco  providing  securit>',  janitorial,  or  building 
maintenance  services  and  had  worked  for  at  least  8  eight  months  for  the  previous  contractor. 
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determined  by  the  contractor.  This  provision  would  apply  to  public  and  private  contracts  (it  is  anticipated  that 
Supervisor  Leslie  Katz  will  offer  an  amendment  to  limit  this  requirement  to  municipal  contracts). 

The  new  contractor  would  be  allowed  to  replace  the  previous  contractor's  employees  with  his/her  current 
employees  if  his/her  employees  would  otherwise  be  laid-off  as  a  result  of  the  new  contract. 

The  Act  would  allow  employees  who  feel  they  were  discharged  in  violation  of  this  Act  a  cause  of  action  for 
back  pay,  costs,  and  attorney's  fees  in  California  Superior  or  Municipal  Court. 


Background  and  Discussion: 

PURPOSE.  According  to  Supervisor  Bierman's  office  and  the  sponsors  of  this  proposed  ordinance  (Service 
Employee  International  Union  (SEIU)),  the  purpose  of  this  proposed  ordinance  is  to  provide  a  measure  of 
employment  security  to  certain  low  wage  service  workers  who  are  frequently  displaced  from  their  employment 
when  their  employers  lose  contracts.  The  sponsors  argue  that  often  times  the  loss  of  contracts  has  little  or 
nothing  to  do  with  the  work  of  the  contractors'  employees,  but  is  the  result  of  other  factors,  including  contract 
price,  materials  and  confract  adminisfration. 

CURRENT  LAW.  The  National  Labor  Relations  Act  (NRLA),  among  other  things,  establishes  a  process  for 
resolving  labor  disputes.  Under  the  NRLA,  the  National  Labor  Relations  Board  has  established  a 
"successorship  doctrine"  that  requires  employers  to  recognize  and  bargain  with  unions  that  have  been  named  as 
bargaining  representatives  of  employees  under  a  predecessor  employer. 

The  courts  have  found  that  the  NLRA  does  not  preempt  a  locality  from  adopting  and  implementing  measures 
requiring  specified  contractors  to  retain  a  preceding  contractor's  employees  (see  "WASHINGTON  DC 
EXPERIENCE"  discussion  below).  Currently,  there  do  not  appear  to  be  any  state  or  local  laws  which  conflict 
with  or  otherwise  prohibit  the  adoption  or  implementation  of  this  proposed  ordinance. 


WHO  ARE  THE  EMPLOYEES  THIS  MEASURE  WOULD  EFFECT  AND  HOW  MANY  ARE  THERE?  The 
employees  covered  by  this  measure  ~  janitors,  security  personnel  and  other  building  maintenance  personnel  ~ 
are  relatively  low  paid  workers.  According  to  the  SEIU,  salaries  for  these  positions  are  as  follows: 


POSITION 

SALARY  RANGE 

AVERAGE  SALARY 

Janitors  (union) 

$9.60-$13.75/hour 

$ll/hour 

Security  Personnel 

$6  -  $22/hour^ 

$8/hour 

Janitors  &  Security  (nonunion) 

start  at  $5.75 

$6/hour 

According  to  the  SEIU,  the  total  number  of  employees  in  these  jobs  in  San  Francisco  are  as  follows: 


POSITION 

NUMBER  OF  EMPLOYEES 

Janitors 

4000 

Security  Personnel 

3500 

Total 

7500 

'  This  estimate  was  provided  by  Mr.  Robert  Ulreich  of  the  International  Union  of  Security  Officers  and  apphes  to  Court  Security 
Officers. 
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The  Committee  on  Jobs  estimates  the  following  regarding  total  employees: 


POSITION 

NUMBER  OF  EMPLOYEES 

Janitors 

3000  union,  500  nonunion 

Security  Personnel 

1000 

HOW  MANY  CONTRACTS  ARE  WE  TALKING  ABOUT?  The  provisions  of  this  proposed  ordinance 
stipulate  that  it  shall  apply  to  contracts  that  satisfy  all  of  the  following: 


1 .  The  contract  is  for  an  amount  of  $25,000  or  more, 

2.  The  contract  has  a  duration  of  3  months  or  more,  and 

3.  The  contract  is  held  by  a  firm  with  a  total  25  employees  or  more^ 

Under  these  stipulations,  the  SEIU  estimates  that  600  services  contracts  would  fall  under  the  provisions  of  this 
measures.  When  informed  of  this  estimate,  representatives  of  the  Committee  on  Jobs  agreed  with  this  estimate 
range.  The  sponsors  argue  that  the  turn-over  rate  for  contracts  covered  in  this  proposed  ordinance  ranges 
between  10%  -  20%  per  year,  an  estimate  that  the  Committee  on  Jobs  finds  to  be  within  an  acceptable  range. 

HOW  MANY  DISPLACED  WORKERS  ARE  WE  TALKING  ABOUT.  In  an  effort  to  establish  an  estimate  of 
the  number  of  covered  workers  that  are  displaced  each  year  due  to  contract  turn-over,  the  SEIU  multiplies  the 
number  of  potentially  covered  employees  (7500)  by  .1  and  .2  to  establish  a  range  of  750  -  1500  employees 
displaced  annually. 

This  approach  is  accurate  if  contracts  are  relatively  equal  in  size.  However,  this  number  could  be  easily  skewed 
if,  in  one  year,  a  few  exceptionally  large  contract  changed  hands.  Conversely,  if  the  10%  to  20%  of  the 
contracts  changing  hands  are  all  very  small,  the  number  would  be  skewed  in  the  other  direction. 

DEFINITION  OF  "BUILDING  MAINTENANCE  SERVICES".  According  to  Mr.  Richard  Leung  of  SEIU, 
Local  87,  the  union  uses  the  terms  "janitorial  services"  and  "building  maintenance  services"  interchangeabK . 
and  they  are  understood  to  mean  one  in  the  same  by  the  union. 

WASHINGTON,  DC  EXPERIENCE.  A  "Displaced  Workers  Protection  Act"  (Act)  was  enacted  b\-  the  City 
Council  of  Washington,  DC  and  approved  by  then-Mayor  Sharon  Pratt  Kelley  on  February  1 7,  1 994.  The 
ordinance  became  law  on  April  26,  1994,  after  the  required  period  of  congressional  review. 

The  following  month  a  three-count  complaint  for  declaratory  and  injunctive  relief  was  filed  in  district  court  by 
the  Washington  Service  Contractors  Coalition.  The  complaint  asserted  that  the  Act  was  preempted  by  the 
federal  National  Labor  Relations  Act  and  violated  the  Contracts  Clause  of  the  U.S.  Constitution.  The  district 
court  found  for  the  Washington  Service  Contractors  Coalition  and  granted  a  declarator^' judgment  permanently 
enjoining  the  Act's  enforce.  The  district  court  decision  was  reversed  by  the  U.S.  Court  of  Appeals,  District  of 
Columbia  Circuit,  on  May  12,  1995. 


^  In  the  Amendment  of  the  Whole  (adopted  4/27/98)  the  definition  of  "Contractor"  was  amended  from  the  origmal  version  of  the 
measure  to  stipulated  that  the  provisions  of  this  proposed  ordinance  would  apply  only  to  contracts  held  by  firms  ha\  ing  25  or  more 
employees  under  a  given  contract.  According  to  the  author's  office,  this  was  a  draftiiig  error  and  the  defmition  of  "Contractor"  should 
read  as  defmed  in  the  original  version  of  the  measure.  An  amendment  will  be  made  to  return  to  the  original  defmition.  This  analysis 
is  based  on  the  original  defmition  of  "Contractor." 
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COMPARISON  OF  WASHINGTON,  DC  AND  SAN  FRANCISCO  DISPLACED  WORKER  PROTECTION 
ACTS.  The  Washington,  DC  Act  is  substantially  similar  to  the  proposal  before  the  Board  of  Supervisors.  A 
comparison  of  the  two  measure  follows: 


ISSUE 

SAN  FRANCIOSCO 
PROVISIONS 

WASHINGTON,  DC 
PROVISIONS 

Workers  covered  by  provisions  of 
Act 

Employees  must  works  at  least 
fifteen  (15)  hours  a  week  within  the 
city  providing  security,  janitorial, 
or  building  maintenance  services 

Same,  except  also  includes  food 
service  and  non-professional  health 
care  workers. 

Period  of  time  workers  must  work 
for  previous  employer  to  be 
covered. 

Eight  (8)  months. 

Same 

Minimum  size  of  contractor 
covered  under  the  Act. 

25  or  more  employees. 

Same 

Length  of  transition  period  in 
which  former  contractor's 
employee  must  be  retained 

90  days 

Same 

Is  there  a  prohibition  on  releasing 
retained  workers  during  90  day 
transition  period  without  cause 

Yes,  cause  specifically  defined. 

Yes  cause  not  defined. 

Does  the  measure  allow  for  lay-offs 
if  determined  that  job  can  be  done 
with  fewer  workers? 

Yes,  and  requires  lay-offs  be  based 
on  seniority 

Yes,  requires  lay-offs  be  based  on 
seniority 

Does  the  measure  require  that  a 
maintained  for  the  90  days. 

Yes 

Yes 

Does  the  measure  require  all 
contractors  to  offer  continued 
employment,  after  the  90-day 
transition  period,  to  specified 
employees  under  terms  and 
conditions  determined  by  the 
contractor. 

Yes 

Yes 

Enforcement 

Employees  who  feel  they  were 
discharged  in  violation  of  this  Act 

may  bring  a  cause  of  action  for 
back  pay,  costs,  and  attorney's  fees 
in  California  Superior  or  Municipal 
Court. 

Employees  are  only  allowed  to 
bring  action  in  Superior  Court. 
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ISSUE 

SAN  FRANCIOSCO 
PROVISIONS 

WASHINGTON  DC 
PROVISIONS 

Protection  for  Successor 
Contractor's  Previous  Employees 

Allows  contractors  to  replace 
his/her  predecessor's  employees 

with  his/her  own  previous 
employees  if  the  new  contract  will 
result  in  a  loss  of  a  job  for  his/her 
previous  employees. 

Provides  that  if  the  contractor  that 

has  lost  a  contract  receives  a 
similar  contract  within  30  days  the 
contractor  must  retain  50%  of  the 
predecessor's  employees  and  50% 
of  his/her  previous  employees  as 
needed  to  perform  the  contract. 

DIFFICULTIES  EXPERIENCED  IN  WASHINGTON,  DC.  Both  ordinances  place  the  responsibility  of 
providing  a  succeeding  contractor  with  the  information  needed  for  the  proper  implementation  of  the  ordinance 
in  the  hands  of  the  previous  contractor.  Under  the  provisions  of  both  ordinances,  the  terminated  contractor  is 
required  to  provide  the  succeeding  contractor  with  the  names,  date  of  hire  and  employment  classification  of 
each  employee  previously  employed  under  the  contract. 


The  DC  experience  has  found  that  this  is  the  weak  link  in  ensuring  smooth  implementation  of  the  Act.  The  DC 
experience  has  found  that  even  though  the  ordinance  requires  that  this  information  be  passed-on  with  1 0  days  of 
notification  of  contract  termination,  there  is  little  real  incentive  for  the  terminated  contractor  to  provide  this 
information  in  a  timely  fashion.  The  ability  to  enforce  this  provision  has  been  difficult. 

It  appears  that  Section  3300. C. 2. (b)  of  the  ordinance  before  your  Board  attempts  to  deal  with  this  issue  by 
requiring  that  the  City  make  a  statement  in  all  initial  bid  packages  that  succeeding  contractors  will  be  required 
to  retain  the  previous  contractor's  employees  for  a  90-day  transition  period.  However,  this  requirement  is  not 
imposed  upon  initial  bid  packages  issued  in  the  private  sector. 

WAGE  AND  BENEFIT  REQUIREMENTS.  The  proposed  ordinance  before  your  Board  explicitly  states  that 
the  employees  of  preceding  contractors  shall  be  retained  by  succeeding  contractors.  It  does  not  stipulate  wage 
and/or  benefit  requirements,  other  than  those  established  in  current  law  (e.g.  minimum  wage,  social  security  and 
workers  compensation  insurance). 


Federal  Regulation 

EXECUTIVE  ORDER.  On  October  20,  1994,  President  Clinton  signed  Executive  Order  12,933  which  requires 
federal  agencies  to  place  a  provision  in  their  federal  service  contracts  requiring  successor  contractors  to  offer 
employment  to  the  workers  employed  by  the  prior  contractor. 

The  Order  applies  to  most  services  contracts  entered  into  by  the  federal  government  including  "janitorial, 
window  washing,  food  service,  laundry,  protective  services,  lawn  and  grounds  care,  and  inspection, 
maintenance,  and  repair  of  fixed  equipment."  It  applies  to  contracts  at  all  federal  buildings  except  Postal 
Service  facilities,  military  installations.  Veterans  hospitals,  and  NASA  facilities. 

All  employees  under  the  prior  contract  are  eligible  except  managerial,  administrative  and  professional 
employees,  regardless  of  the  amount  of  time  the  employee  has  been  employed  by  the  previous  contractor. 
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The  successor  contractor  may  refuse  to  retain  an  eligible  worker  if  these  is  reason  to  believe,  based  on  that 
employee's  past  performance,  that  the  employee  has  failed  to  satisfactorily  perform  his/her  job. 

The  measure  before  the  San  Francisco  Board  of  Supervisors  does  not  cover  all  of  the  employee  categories 
covered  by  the  federal  Executive  Order.  The  provisions  of  the  measure  before  the  Board  are  limited  to:workers 
employed  under  security,  janitorial  or  building  maintenance  service  contracts. 


401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 

6 


46^ 
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Gail  Feldman,  Chief  Legislative  Analyst 


LEGISLATIVE  ANALYSIS 
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Finance 

98-0521  -  Bond  Pass-Througli 
Mayor's  Office 
May  6, 1998 


DOCUMENTS  DEPT. 

WAV  0  6  1998 

SAN  FRANCISCO 
PUBLIC  LIBRARY 


Summary  of  Proposed  Action: 

The  proposed  ordinance  amends  Chapter  37  Sections  37.2,  37.3,  and  37.8  of  the  San  Francisco  Administrative 
Code  to  permit  landlords  to  pass  through  to  tenants  any  increase  in  the  property  tax  rate  imposed  as  a  result  of 
any  ballot  measures  approved  by  the  voters  between  November,  1996  and  November,  1998. 

Current  Law: 

The  Rent  Stabilization  and  Arbitration  Ordinance 

The  Rent  Stabilization  and  Arbitration  Ordinance,  also  knov^n  as  the  Rent  Control  Law,  established  since  1979 
and  contained  in  Chapter  37  of  the  San  Francisco  Administrative  Code,  sets  allowable  rent  increases  and 
estabhshes  rent  limitations  for  residential  units  whose  certificates  of  occupancy  were  issued  prior  to  June  13, 
1979.  The  Residential  Rent  Stabilization  and  Arbitration  Board  (the  Rent  Board),  created  under  this  ordinance, 
is  charged  with  safeguarding  tenants  from  excessive  rent  increases  and  assuring  landlords  fair  and  adequate 
rents. 

The  City's  Rent  Control  Law  permits  landlords  to  increase  annual  base  rents  by  up  to  60  percent  of  the 
published  Consumer  Price  Index  (CPI);  but  not  exceeding  7  percent  of  the  tenant's  base  rent  within  a  12  month 
period.  Landlords  may  also  pass  through  to  tenants  costs  of  gas  and  electric  utilities,  impose  increases  of  up  to 
10  percent  for  costs  of  capital  improvements,  and  increases  of  up  to  7  percent  for  operating  and  maintenance 
expenses,  including  property  tax  increases  from  voter-approved  general  obligation  bonds  (G.O.  bonds),  in  any 
12  month  period.  All  increases  may  be  imposed  on  the  renter's  tenancy  anniversary  date,  except  for  capital 
improvements. 

Provisions  within  the  Administrative  Code  require  landlords  to  tender  legal  notice  to  their  tenants  in  the  event  of 
any  rent  increases,  and  all  disputes  or  petitions  regarding  these  increases  may  be  filed  for  arbitration,  pursuant  to 
the  Rent  Board's  established  rules  and  regulations. 

Background: 

The  proposed  bond  passthrough  ordinance  is  the  outgrowth  of  discussions  between  the  City,  tenants  and 
landlords  that  occurred  during  negotiations  in  1996  regarding  Measure  A,  a  SlOO  million  Affordable  Housing 
General  Obligation  Bond  (G.O.  Bond),  which  provided  funds  for  the  construction  of  affordable  housing.  G.O. 
Bond  issues  are  paid  off  through  increases  in  property  taxes. 
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Bond  Passthrough 
Legislative  Analysis 
Page  2 

The  Coalition  for  Better  Housing,  an  organization  that  advocates  for  landlords'  issues  in  San  Francisco, 
supports  the  proposed  ordinance  because  it  would  replace  the  existing  mechanism,  which  requires  property 
owners  to  file  petitions  before  the  Rent  Board  for  increased  operating  and  maintenance  expenses,  including 
those  resulting  from  additional  property  taxes. 

According  to  Coahtion  members,  since  the  approval  of  Proposition  H  in  1992,  which  reduced  allowable  annual 
rent  increases  fi*om  100  percent  to  60  percent  of  the  Consumer  Price  Index  (CPI),  property  owners  have  sought  a 
return  of  the  100  percent  CPI  rental  increase  ceiling.  They  state  that  their  support  for  the  1996  Affordable 
Housing  Bond  measure  was  based  on  discussions  they  held  with  the  City  and  tenant  activists  that  legislation 
would  be  introduced,  to  allow  landlords  to  pass  through  to  tenants  increased  property  taxes  used  to  repay  bond 
issues  approved  by  voters  between  November  1996  and  November  1998. 

Tenants'  advocates,  on  the  other  hand,  have  sought  regulations  including  a  ten-point  "Tenants  Bill  of  Rights," 
which  include  protections  fi-om  legal  "owner  move-in"  evictions  which  allow  owners  to  evict  tenants  from  units 
in  order  to  allow  the  owner's  family  members  to  occupy  them,  and  reversal  of  regulations  which  allow 
passthroughs  of  bond  repayments  by  tenants.  Tenants'  advocates  state  that  the  proposed  ordinance  replicates  an 
existing  mechanism  which  allows  landlords  to  petition  the  Rent  Board  for  rental  increases  based  on  increased 
operating  and  maintenance  expenses,  including  those  fi"om  property  tax  increases. 


Proposed  Implementation: 

Under  the  proposed  ordinance,  the  City  Controller's  Office  would  determine  the  tax  rate  resulting  from  each 
bond,  and  the  Rent  Board  would  provide  property  ovmers  forms  which  explain  calculations  for  the  bond 
passthrough.  Property  owners,  using  the  factor  from  the  tax  rate  and  each  property's  net  assessed  value,  would 
be  responsible  for  determining  the  amount  of  property  taxes  for  each  particular  tax  year  that  is  applicable  to 
each  tenant's  rental  unit. 

Implementation  provisions  for  the  proposed  ordinance  include: 

•  Landlords  are  required  to  provide  tenants  at  least  30  days  notification  prior  to  imposing  the  bond 
passthrough,  using  a  completed  form  from  the  Rent  Board,  together  with  a  Notice  of  Rent  Increase. 

•  Bond  passthroughs  may  only  be  imposed  on  the  anniversary  date  of  tenants  who  were  residents  of  properties 
on  November  1  of  the  tax  year  in  which  bonds  were  issued. 

•  Landlords  are  prohibited  from  reimposing  the  same  bond  passthrough  on  the  same  property  and  on  the  same 
year  in  which  a  petition  has  been  filed  for  increased  operating  and  maintenance  expenses  based  on  the  same 
tax  increase. 

•  Tenants  disputing  these  charges  may  file  petitions  with  the  Rent  Board  within  one  year  of  the  effecti\  e  date 
of  the  passthrough. 

Other  Rent-Controlled  Cities: 

San  Francisco  is  among  eleven  other  cities  in  California,  including  Berkeley  and  Santa  Monica  which  have 
passed  Rent  Control  Laws  to  curb  escalating  rent  prices.  Berkeley  has  not  adopted  bond  passthrough 
ordinances.  Santa  Monica,  on  the  other  hand,  is  a  rent-control  city  whose  charter  provisions  allow 
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landlords  to  pass  through  to  tenants  property  tax  increases  resulting  from  voter-approved  bonds.  Currently,  t\s  o 
school  bonds  are  under  repayment  in  Santa  Monica  and  are  eligible  for  passthrough  by  landlords. 

Santa  Monica's  Bond  Passthrough  Law: 

Santa  Monica's  Rent  Control  Law,  v^hich  was  adopted  by  charter  in  1979,  and  amended  in  1984,  allows  the 
Rent  Control  Board  to  regulate  and  evaluate  annual  rent  increases  for  rent-controlled  units.  The  Rent  Control 
Board  adjusts  the  General  Rent  Adjustment  (GRA),  which  represents  annual  rent  increases  granted  by  the  Rent 
Control  Board,  and  has  allowed  rents  to  increase  by  7  percent  in  1979  to  2  percent  or  $15.00  for  rent-controlled 
units  in  1997. 

Charter  Provisions 

Since  1991,  charter  provisions  have  permitted  property  owners  to  collect  property  tax  surcharges  resulting  from 
voter-approved  general  obligation  bonds  over  a  twelve  month  period  of  each  applicable  tax  year  in  w  hich  a 
bond  is  to  be  repaid. 

Determination  of  Surcharge 

Property  owners  receive  notice  annually  from  the  County  Assessor's  Office  indicating  the  assessed  valuation  of 
their  parcels.  Bond  property  tax  surcharges  are  published  on  each  parcel's  Joint  Consolidated  Annual  Tax  Bill, 
and  will  vary  each  fiscal  year  based  on  'the  actual  assessed  values,  and  outstanding  debt  service  requirements 
(see  Attachment  A).  With  each  annual  change,  property  owners  are  required  to  recalculate  the  applicable 
monthly  tax  effect  for  each  unit  by  dividing  the  annual  assessment  by  the  total  number  of  units  and  twelve 
monthly  payments. 

Notice  Requirements 

Landlords  are  required  to  notify  their  tenants  of  any  rent  increases  based  on  bond  property  tax  surcharges  within 
30  days  of  receipt  of  the  assessment  from  the  County  Assessor's  office.  In  addition,  a  landlord  must  also  attach 
a  copy  reflecting  portions  of  the  tax  bill  and  identifying  each  bond's  tax  assessment.  Failure  to  comply  with 
these  established  notice  requirements,  renders  any  increase  to  be  excess  rent,  which  must  then  be  filed  for 
certification  before  the  Rent  Control  Board  prior  to  the  landlord  imposing  it  on  the  tenant. 

Policy  Issues: 

1.  How  do  property  tax  increases  compare  to  increases  in  the  City's  rental  market? 

The  Chamber  of  Commerce  states  that  San  Francisco  enjoys  a  high  cost  of  living,  and  apartment  rents  also  tend 
to  exceed  the  national  average.  Rental  increases  in  the  City  and  County  of  San  Francisco  have  been  surpassing 
those  of  other  Bay  Area  counties,  particularly  in  the  past  three  years. 

The  San  Francisco  Chronicle's  December  22,  1997  issue  reports  that  from  the  end  of  1995  through  the  third 
quarter  of  1997,  rents  have  escalated  an  average  of  33.3%  in  San  Francisco,  during  a  period  in  which  there  was 
a  5  percent  U.S.  Consumer  Price  Index  increase.  In  comparison,  rental  increases  during  the  same  period,  in 
other  Bay  Area  Counties,  have  been  at  29.1  percent  in  Santa  Clara  County,  24.6  percent  in  San  Mateo  County, 
18.5  percent  in  Alameda  County,  and  16.9  percent  in  Marin  County  (see  attachment  B).  However, 
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according  to  the  Rent  Board,  since  the  ehmination  of  the  4  percent  rental  increase  floor  in  1992,  annual  rent 
increases  for  rent-controlled  units  have  ranged  between  1  percent  and  2.2  percent. 

Property  taxes,  on  the  other  hand,  have  been  increasing  by  2.5  percent  to  2.6  percent,  according  to  the 
Controller's  Office.  These  figures  suggest  that  the  City's  rents  have  been  rising  at  a  faster  rate,  at  33  percent, 
than  increases  of  2.6  percent  in  property  taxes.  In  analyzing  the  overall  housing  market  in  San  Francisco,  it 
appears  that  renters,  living  in  or  moving  to  recently  decontrolled  units,  feel  the  impact  of  rent  increases  more 
significantly  than  other  renters  whose  costs  are  regulated  by  the  City's  rent  control  law. 

To  determine  the  projected  tax  effect  on  the  City's  total  tax  rate  if  this  ordinance  is  approved,  the  Controller's 
Office  has  done  an  analysis  based  on  four  general  bond  issues.  Three  of  these  bond  issues  were  approved  by  the 
voters  in  1996  and  1997,  and  the  fourth  one,  the  De  Young  Museum  bond  measure,  will  be  on  the  ballot  this 
June  1998.  Additional  bond  issues  may  be  included  on  the  ballot  next  November  1998. 

The  Controller's  calculations  of  the  projected  tax  effect  were  based  on  a  12-unit  building  with  net  assessed 
value  of  $1  million  (see  attachment  C).  The  projected  tax  effect  for  this  particular  year  resulting  from 
repayment  of  all  four  bond  issues  was  projected  at  a  factor  of  0.0599  per  $100  of  assessed  value,  resulting  in  an 
annual  tax  effect  of  $599.47  per  property,  and  an  annual  increase  of  $49.96  per  unit  or  $4.16  monthly  per  unit. 
Based  on  this  analysis,  in  buildings  of  comparable  assessed  value,  the  cost-per-tenant,  would  be  greater  for 
tenants  occupying  buildings  with  a  few  units  than  it  would  be  for  tenants  living  in  buildings  with  a  large  number 
of  units. 

Since  bonds  may  not  be  fully  issued  within  one  tax  year,  the  tax  effect  is  expected  to  be  even  lower  than  the 
projections  on  the  Controller's  analysis.  The  annual  tax  rate  from  these  voter-approved  bonds  is  also  expected 
to  vary  from  year  to  year  based  on  various  factors,  including  annual  debt  service  requirements  and  changes  in 
the  assessed  value  of  properties.  For  example,  the  Controller's  Office  states  that  with  only  S20  million 
currently  issued  on  the  Affordable  Housing  Bond,  the  expected  tax  rate  per  $100  assessed  value  would  be 
0.0037,  as  opposed  to  0.0174  for  the  frill  $100  milhon  bond  authorizafion.  Based  on  this  analysis,  renters  could 
expect  their  annual  charges  from  bond  passthroughs  to  vary  either  upward  or  downward  based  on  factors  which 
impact  each  year's  applicable  tax  rate. 

2.   What  is  the  impact  of  the  bond  passthrough  on  the  City's  Rent  Control  Law? 

The  San  Francisco  Rent  Stabilizafion  Board  states  that  approximately  180,000  residential  units  are  under  rent 
control,  and  aimual  rent  increases  for  these  units  are  limited  to  a  maximum  of  7  percent,  depending  upon  the 
increase  in  the  Consumer  Price  Index.  According  to  the  San  Francisco  Chamber  of  Commerce,  two  out  of  three 
housing  structures  in  San  Francisco  are  multifamily  units,  with  renters  occupying  approximately  65  to  70 
percent  of  the  City's  housing  units.  Therefore,  any  changes  to  the  City's  rent  prices  could  affect  a  substantial 
number  of  tenants. 

Current  law  requires  landlords  to  file  petitions  in  order  to  impose  rent  increases  for  capital  improvements  or 
operating  and  maintenance  expenses.  Tenants  can  also  dispute  any  rent  increases  they  perceive  to  exceed 
allowable  limits.  The  proposed  ordinance  would  provide  landlords  a  second  mechanism  by  which  to  impose 
increases  based  on  property  taxes  from  voter-approved  ger^eral  obligation  bond  issues.  These  costs  could  be 
imposed  directly  on  tenants  without  the  requirement  for  landlords  to  file  petitions  before  the  Rent  Board, 
although  tenants  could  still  dispute  any  excessive  charges. 
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The  Rent  Board  states  that,  under  the  proposed  ordinance,  landlords  would  be  allowed  to  impose  the  bond 
passthrough  together  with  rent  increases  based  on  operating  and  maintenance  expenses,  which  are  currently 
"capped"  at  7  percent,  provided  that  bond  expenses  are  not  included  in  that  portion  of  the  property  tax  increase 
listed  in  the  petition.  This  means  that  landlords  may  conceivably  impose  costs  in  excess  of  7  percent  within  the 
same  tax  year  if  they  imposed  both  increases.  Even  though  it  is  unlikely  that  this  increase  would  exceed  9 
percent  of  the  rent  -  based  on  current  bond  information,  the  Rent  Board  could  consider  limiting  these  annual 
allowable  rent  increases  by  requiring  that  landlords  who  impose  the  bond  passthrough  and  file  petitions  for 
operating  and  maintenance  expenses,  do  not  exceed  the  7  percent  rent  limitation. 

Allowing  landlords  to  impose  property  tax  passthroughs  directly,  eliminates  some  of  the  controls  that  are 
currently  built  into  the  City's  Rent  Control  Law,  and  are  intended  to  curb  any  rent  increases  that  exceed  the 
Rent  Board's  guidelines.  Even  though  tenants  would  still  be  able  to  file  petitions  to  dispute  these  charges,  the 
hearing  process  would  be  limited  to  ensuring  that  the  costs  passed  to  tenants  are  accurately  calculated,  timely 
notified,  and  based  on  tenancy  of  November  1  of  the  applicable  tax  year,  rather  than  evaluating  whether  or  not 
the  rent  increase  is  allowable  based  on  the  Rent  Board's  established  guidelines. 

3.   What  is  the  City's  capacity  to  implement  the  proposed  ordinance? 

The  responsibility  of  determining  the  exact  tax  effect  of  each  bond  rests  with  various  City  departments.  The 
Office  of  Public  Finance  monitors  general  obligation  bond  issues  and  repayments.  The  Assessor's  Office 
provides  tax  rolls  on  the  assessed  value  of  properties.  The  Controller's  Office  relies  on  the  information 
provided  by  these  first  two  departments  to  determine  the  tax  rate.  The  Rent  Board  addresses  landlords  tenant 
issues  and  provides  information  related  to  rental  housing.  All  these  departments  will  be  responsible  for 
coordinating  the  implementation  of  the  bond  passthrough  to  ensure  that  accurate  tax  rates  are  provided  to 
property  owners  and  tenants. 

The  Rent  Board  states  that  the  City  already  uses  various  automated  systems  to  inform  citizens  of  various 
housing  costs.  City  departments  have  already  explored  ways  of  informing  cidzens  of  the  impact  of  the  bond 
passthrough  on  each  parcel,  in  the  event  that  the  proposed  ordinance  is  approved.  The  form,  which  will  be 
distributed  by  the  Rent  Board,  will  provide  landlords  the  property  tax  factor  or  percentage  rate,  which  they  can 
use  to  determine  the  tax  effect  on  their  properties,  and  subsequently  on  each  qualifying  unit. 

The  Rent  Board,  which  akeady  uses  automated  systems,  states  that  automated  information  regarding  the  bond 
passthrough  will  also  be  available  either  online  by  computer,  by  automated  24-hour  information  line,  or  on  a 
"fax-back"  applicafion  for  use  by  landlords  and  tenants.  Another  option  could  involve  listing  the  applicable 
bond  issues,  with  the  applicable  tax  rates  and  tax  amounts  on  the  annual  tax  bill,  as  is  currently  the  practice  in 
Santa  Monica.  The  Controller  states  that  he  does  not  expect  the  existing  system  in  his  office  to  provide  this 
service  without  expensive  programming  changes.  A  newly-installed  system,  he  adds,  could  be  programmed  to 
provide  this  information  more  accurately. 

The  Rent  Board  states  that  using  currently  exisfing  systems  to  implement  this  ordinance  is  not  expected  to 
generate  new  costs  for  the  department;  however,  the  number  of  increased  filings  due  to  challenged  passthroughs 
by  tenants  is  unknown  and  difficult  to  determine.  The  Rent  Board  estimates  that,  with  a  filing  rate  of  one- 
quarter  of  one  percent  of  the  180,000  total  residenUal  units  in  the  City  that  would  be  subject  to  the  Ordinance, 
approximately  450  complaints  could  be  received.  At  a  minimum  average  of  30  minutes  of  staff  time  spent  per 
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filing,  approximately  1  full-time  employee  would  be  required  to  process  the  filings  in  a  timely  manner.  The 
Rent  Board  is,  however,  not  requesting  any  additional  personnel  at  this  time,  until  all  implementation  costs  ha\  c 
been  fully  determined. 

4.  How  would  the  dissemination  of  the  bond  passthrough  calculation  affect  its  utilization? 

The  Rent  Board  states  that  it  currently  receives  between  250  and  300  applications  per  year  that  are  filed  for 
capital  improvements  by  landlords,  and  another  75  to  80  applications  based  on  operating  and  maintenance 
expenses.  That  means  that  out  of  60,000  possible  apphcations,  only  320  petitions  are  presented  before  the 
Board  for  rent  increase  hearings,  that  may  take  up  to  3  months  before  a  decision  is  rendered. 

If  the  ordinance  is  approved,  landlords  would  be  able  to  bypass  the  Rent  Board's  petition  process  and  impose 
rent  increases  related  to  general  obligation  bond  repayments  directly  on  tenants.  However,  the  landlords'  ability 
to  receive  information  regarding  the  bond  passthrough  could  determine  their  likelihood  to  pass  the  costs  to 
tenants.  For  example,  if  the  determination  of  the  applicable  tax  effect  required  landlords  to  make  complicated 
calculations,  then  landlords  might  not  impose  the  passthrough  or  might  calculate  the  amounts  inaccurately.  On 
the  other  hand,  if  City  departments  provide  a  simple,  easily  accessible  system  that  identifies  the  exact  tax 
amount  applicable  to  each  property  either  on  the  tax  bill  or  in  other  ways,  landlords  might  be  encouraged  lo  pass 
the  bond  costs  to  tenants  when  they  otherwise  would  not  have  bothered  to. 


Options: 

1.  Approve  the  ordinance  as  amended,  and  allow  landlords  to  pass  through  to  tenants  any  property  tax 
increases  resulting  from  bond  issues  approved  by  voters  between  November  1,  1996  and  No\'ember  30, 
1998.  Landlords  wishing  to  increase  rents  based  on  these  property  taxes  could  either  apply  the  bond 
passthrough  without  having  to  file  a  petition  with  the  Rent  Board,  or  use  the  existing  mechanism  which 
involves  filing  a  petition  to  seek  increases  of  up  to  7  percent  based  on  increased  operating  and  maintenance 
expenses. 

2.  Approve  the  ordinance  with  a  recommendation  to  the  Rent  Board  to  disallow  rent  increases  resulting  from 
the  combination  of  the  bond  passthrough  with  maintenance  and  operating  expenses  if  such  increase  exceeds 
annual  allowable  increases  set  by  the  Rent  Board,  which  are  currently  limited  to  a  maximum  of  7  percent. 

3.  Approve  the  ordinance  and  direct  the  Rent  Board  to  work  with  City  Departments  to  develop  a  method  for 
accurately  determining  property  taxes  resulting  from  repayment  of  general  obligation  bonds  appro\  ed  by 
voters  between  November  1,  1996  and  November  30,  1998. 

4.  Do  not  approve  the  action.  A  decision  against  approval  means  that  landlords,  using  currently  existing 
provisions,  would  have  to  file  petitions  with  the  Rent  Board  to  pass  through  increases  in  property  taxes 
resulting  from  bond  issues,  pursuant  to  the  Rent  Board's  established  guidelines.  Tenants  would  be  able  to 
file  petitions  against  any  disputed  charges  that  exceed  set  rental  limitations,  including  those  from  propert>' 
tax  increases. 


Analysis  Prepared  By:  Clarice  L.  Duma  (415/554-7782) 
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SURCHARGES 

Surcharges  are  amounis  landlords  add  lo  a  lenant's  monthly  Maxjimum  Allowable  Rem  (MaR).  The  curreni 
surcharges  may  include. 

JS.     Rent  Control  Registration  Fee:  (This  amoum  goes  on  line  5a.  on  the  "Nouce  of  Change  m  Terms 
of  Tenancy  '  included  in  this  mailing.)  Currently  $12  per  month,  but  will  be  $11  per  month  as  of  September  1. 
1997.  Landlords  must  pay  all  outstanding  registration  fees  by  August  4,  1997  in  order  to  pass  through  this 
surcharge.  Fees  not  paid  by  August  4.  1997  may  not  be  passed  through. 

^     School  District  Special  Tax:  (This  amount  goes  on  line  5b.  on  "Nouce.")  Listed  as 
"SMON/MALIBU  USD"  on  property  tax  bill.  (See  illustration,  below.)  Has  applied  to  all  parcels  since 
1985.  Amount  changes  penodically.  Currently,  $69.29  annually  for  all  parcels.  To  calculate,  divide  amount 
on  tax  bill  by  the  number  of  residential  units  on  the  parcel  and  divide  by  1 2  for  the  monthly  surcharge 

^       Streetlight  Surcharge:  (This  amount  goes  on  line  5c.  on  "Noiice. ")  Applicable  only  on  certain 
properties  where  residents;  have  petitioned  the  city  for  additional  sireeilighls.  This  assessment  does  not  appear 
on  the  property  tax  bill  Landlords  arc  billed  by  the  City.  Be  sure  to  check  effecuve  dates  of  surcharge  on  bill. 
Many  were  approved  in  1985  for  ten  years  and  may  no  longer  apply.  Call  an  Information  Coordinator  it  you 
need  assistance. 


^/  Schools/Community  College  Bond:  (This  amount  goes  on  line  5d.  on  "Notice.'  )  Listed  one 
line  item  on  "Notice",  but  is  actually  rwo  separate  hne  items  on  propenv  tax  bill.  ("COMMNTY  COLLEGE" 
and  "UNIFIED  SCHOOLS"  on  tax  bill,  sec  below.)  Amounts  may  change  each  January.  To  calculate  the 
surcharge,  add  both  amounts,  divide  by  the  number  of  units  on  parcel  and  divide  by  12  for  monthly  amount 

S       Stormwater  Management  User  Fee:  (This  amoum  goes  on  line  5e.  on  "Notice  ")  Appears  on  all 
tax  bills.  Listed  as  "CITY  STRMWTR  i-EE"  on  property  tax  bill,  see  below.  As  with  the  School/College 
bonds,  amounts  vary  from  parcel  to  parcel.  Calculated  the  same  way:  divide  assessment  amount  by  total  number 
of  units  on  parcel  and  divide  by  12  for  monthly  amount.  Amount  may  be  adjusted  each  January 

Note:  If  passing  through  the  School/College  bonds  or  the  Stormwater  Fee,  you  must  provide  tenants 
with  a  copy  of  the  property  tax  bill  showing  the  assessed  amounts.  You  may  "black  out"  portions  of  the  lax  bill 
for  pnvacy.  but  property  address,  tax  amounts  and  dates  must  be  idenufiable. 


JOINT  CONSOLIDATED  ANNUAL  TAX  BiLL 

SECUfiEO  PROPeRTV  TAX  FOR  FISCAL  YEAR  JULY  1  1996  TO  JUNE  30  1997 

COUNTY  OF  LOS  ANGELES 


AssgaaeftsiPNO 


MAIUNC.  APPKtS'S 
cm  :>7AT£Z/fCuOE 

LOCATKM  ANOKM  OCSCDtfTION 


FIND  SURCHARGES 

HERE  C  «5'> 


DFTAIL  OF  TAXES  DUE 


All  Agtmils 

Voted  liydtbitdntss 

County 

Ctt\  San  Mon 

Mtirn  Waltr  Dill 
Flood  Control 
COMMNTY  COLLEGE 
UNIFIED  SCHOOLS 

Dirtll  ASietSmctli 
<id-  Flood  Control 
HtaliH  Ut  Fit 
CITY  STRMWTR  FEE 
.W-Co  /'art  but 
Sd  Mosq  Lac  West 
SMON/MALlBU  USD 


Total  Taxas  Due 
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the  high- technology  boom,   and  in  San  Francisco.   Despite  San  Francisco's 
rent-control  law,   landlords  can  charge  anything  they  like  for  vacated 
apartment  s . 


COUNTY - BY - COUNTY 


Area/Average  monthly  rent,  3d  qtr.  of  1997/Average  : 
1995/Percentage  change 


as  of  Dec.  31, 


RENT  9/97 
$937 


1,201 


Alameda 
Contra  Costa 
Marin 

Napa  683 

San  Francisco  1,660 

San  Mateo  1,2  06 

Santa  Clara  1, 207 

Solano  702 

Sonoma  770 


RENT  12/95      %  CHANGE 
$791 

756 
1,  027 

659 
1,  245 

968 

935 

678 

718 


SELECTED  CITIES 

RENT  9/97  RENT  12/95      %  CHANGE 

Burlingam              $1,090  $924 

Concord                       747  683 

Oakland                       791  717 

Palo  Alto                1, 473  1,291 

San  Mateo                1,237  982 

San  Rafael              1,166  905 

San  Jose                  1,104  859 


Note:  Average  is  for  all  apartments  for  che  specific  county  or  city. 
Source:  Realfacts 
Chronicle  Graphic 
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Govt  Information  ctr 

loa''f^\'^^^''^''y-''^^^^  Center 

100  Larkm  street 

Mailslot 


IrbS 


CITY  AND  COUNTY  OF  SAN  FRAN* 
BOARD  of  SUPERVISORS 


Govt  Information  Ctr 

41  Main  Library-Civic  Center 

TOO  Larkin  Street 

Mail  slot 
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Committee  Hearing:  Economic  Development,  Transportation  and  Technology 
File  Number:  97-97-057  -  Motor  Fuel  Prices 

Origin:  Supervisor  Yaki 


LEGISLATIVE  ANALYSIS 


DOr-l'lMT^NTS  DEPT. 

MAY  1  4 1998 

SAN  FRAMCiSCO 
PUBLIC  LIBRARY 


Summary  of  Requested  Action: 

By  adding  Chapter  80  (Sections  80.1  through  80.9)  to  the  San  Francisco  Administrative  Code,  this 
measure  would: 

1.  Require  oil  refining  companies  to  incrementally  relinquish  control  of  gasoline  service  stations  in 
the  City  and  County  of  San  Francisco  and  ultimately  prohibit  refining  companies  fi^om  owning  or 
operating  any  gasoline  service  stafion  on  or  after  1/1/2000.  This  policy  is  commonly  referred  to  as 
"divorcement." 

2.  Require  oil  refiners  to  allow  dealers  of  their  branded  gasoline  to  purchase  fuel  from  any  location,  or 
through  any  vendor,  in  that  refiner's  wholesale  fiael  network. 

3.  Prohibit  oil  companies  fi"om  charging  service  stafion  operators  differing  wholesale  prices. 
Policy  Question: 

1.  Should  the  City  prohibit  specified  companies  fi^om  controlling  and/or  operating  certain  retail 
businesses? 

2.  Should  the  City  prohibit  specified  companies  fi-om  establishing  contractual  agreements  with  the 
distributors  of  their  product  as  to  how  the  product  will  be  delivered? 

3.  Should  the  City  dictate  the  pricing  structure  specified  companies  establish  for  the  sale  of  their 
product? 

Current  Law: 

WMle  there  are  a  number  of  state  and  federal  laws  dealing  with  the  marketing  of  motor  fuel  and  or  the 
relationship  between  major  oil  companies  and  service  station  dealers,  there  do  not  appear  to  be  any 
state  or  federal  laws  which  directly  prohibit  refinery  operation  of  service  stations;  nor  do  there  appear 
to  be  any  state  or  federal  laws  which  directly  regulate  the  wholesale  or  retail  price  of  motor  fuel,  or  the 
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distribution  agreements  between  refiners  and  service  stations.  Additionally,  there  do  not  appear  to  be 
any  statutes  which  directly  prohibit  local  jurisdictions  from  imposing  regulatory  control  in  these  policy 
areas 

However,  there  is  considerable  debate  on  the  whether  existing  price  discrimination  laws  preempt 
provisions  of  this  ordinance  prohibiting  zone  pricing. 

An  in-depth  discussion  of  these  existing  laws  can  be  found  in  "PoHcy  Issue  #6"  below. 


Proposed  Legislative  Action 

This  measure  would: 

1 .  Make  findings  that  (a)  address  the  importance  of  motor  vehicle  transportation  in  the  lives  of  San 
Franciscans,  (b)  declare  the  relatively  high  retail  price  of  gasoline  in  San  Francisco,  (c)  suggest  that 
the  relatively  high  price  of  gasoline  in  San  Francisco  is  due  to  artificially  high  wholesale  prices 
charged  by  refiners,  and  (d)  declare  that  higher  gas  prices  and  the  practices  by  refiners  resulting  in 
higher  gasoline  prices  are  injurious  to  the  general  health,  safety  and  welfare  of  San  Franciscans. 

2.  Prohibit  any  oil  company  from  owning  or  operating  any  new  or  additional  retail  service  stations  on 
or  after  1/1/98. 

3.  Incrementally  require  refiners  to  relinquish  ownership  and/or  the  operation  of  service  stations 
within  the  City  and  County  of  San  Francisco.  By  1/1/99,  refiners  would  be  required  to  relinquish 
control/operation  of  at  lease  one-half  (1/2)  of  the  service  station  the  refiner  owned  or  operated  on 
1/1/98.  By  1/1/2000,  refiners  would  be  required  to  relinquish  control/operation  of  any  and  all 
service  stations  in  the  City  and  County  of  San  Francisco. 

4.  Provide  an  exception  to  the  divorcement  provisions  by  allowing  refiners  to  operate  service  stations 
after  1/1/2000  for  90  days  under  specified  circumstances. 

5.  Prohibit  oil  companies  from  charging  service  station  operators  differing  wholesale  prices  at  the 
same  tanker  truck  loading  terminal  unless  the  difference  is  related  to  the  actual  cost  of  doing 
business.  "Tanker  truck  loading  terminal"  refers  to  the  location  at  which  gasoline  is  sold  at 
wholesale  and  loaded  onto  tanker  trucks  that  transport  the  fiiel  to  service  stafions 

6.  Require  refiners  to  allow  retail  dealers  of  the  refiner's  branded  gasoline  to  purchase  the  branded 
gasoline  from  any  location,  or  through  any  vendor,  in  that  refiner's  wholesale  ftael  network. 

7.  Prohibit  refiners  from  setting,  controlling  or  economically  influencing  the  retail  prices  and  profit 
margins  of  service  stations  operators. 

8.  Specify  that  this  ordinance  will  not  effect  the  provisions  of  the  San  Francisco  Planning  Code 
requiring  Planning  Commission  or  Zoning  Administrator  approval  of  the  conversion  of  a  service 
station  to  another  use. 

9.  Provide  that  the  ordinance  would  be  enforceable  by  local,  county  or  state  prosecutors. 
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10.  Provide  that  the  maximum  penalty  for  a  violation  of  this  ordinance  would  be  a  misdemeanor 
punishable  by  a  fine  not  to  exceed  $500  or  by  imprisonment  in  the  county  jail  for  up  to  six  months 
or  both  fine  and  imprisonment. 

11.  Provide  any  private  person  the  right  to  bring  civil  action  under  the  provision  of  this  measure. 


Background  and  Discussion: 

IS  THERE  A  RELATIVELY  HIGHER  RETAIL  PRICE  FOR  GASOLINE  IN  THE  SAN 
FRANCISCO  BAY  AREA.  Based  on  price  comparisons  compiled  by  independent  petroleum 
consultant,  Tim  Hamilton,  San  Francisco  has  seen  higher  prices  for  retail  gasoline  relative  to  the  Los 
Angeles  area  throughout  the  past  fifteen  month  period  (see  the  attached  Chart  1).  Price  comparisons 
w^here  conducted  every  two  weeks  from  January  10,  1997  to  March  6,  1998.  The  observ  ed  price 
differential  ranged  from  a  low  of  $.01  per  gallon  (August  22,  1997  and  September  19,  1997)  to  a  high 
of  $0.29  per  gallon  (March  6,  1998).  It  should  be  noted  that  of  the  29  price  comparison  days,  the  price 
differential  rarely  dropped  below  $.08  per  gallon  (on  only  7  of  the  29  comparison  dates).  The  average 
differential  for  the  15  month  period  was  approximately  $.10  per  gallon.  The  mode  and  median  price 
differendal  was  also  $.10  per  gallon. 

When  looking  at  the  price  differential  since  the  beginning  of  1998,  we  see  a  much  different  story. 
Since  the  beginning  of  this  year,  the  higher  price  differential  of  gas  sold  in  San  Francisco  relative  to 
Los  Angeles  has  continually  increased  from  $.16  per  gallon  on  January  9,  1998  to  $.29  per  gallon  on 
March  6,  1998.  The  average  higher  price  paid  for  gasoline  in  San  Francisco  since  the  first  of  the  year 
has  been  approximately  $.22  per  gallon. 

WHAT  ARE  THE  FORCES  DRIVING  THESE  HIGHER  PRICES?  Proponents  (led  by  the 
Automotive  Trade  Organizations  of  California)  of  this  measure  argue  that  the  higher  relative  price  of 
gasoline  in  San  Francisco  is  driven  by  anti-competitive  practices  conducted  by  oil  companies  in  San 
Francisco  gasoline  retail  market. 

The  opponents  of  this  measure  (led  by  the  Western  States  Petroleum  Association),  instead  argue  that 
the  relative  price  differential  is  the  result  of  lack  of  competition  resulting  from  the  bamers  to  entry  that 
exist  in  entering  the  gasohne  retail  business  in  San  Francisco  and  the  relatively  high  cost  of  doing  an\ 
type  of  business  in  the  City. 

PROPONENTS:  ANTI-COMPETITIVE  FORCES  RESULT  IN  ARTIFICIALLY  HIGHER  PRICE. 
The  anti-competitive  practices  that  the  proponents  argue  lead  to  artificially  higher  prices  are  closed 
supply,  zone  pricing  and  vertical  integration.  The  following  is  a  brief  discussion  of  each:: 

Closed  supply.  Current  petroleum  industry  contracts  limit  a  gasoline  retail  dealer's  ability  to 
purchase  branded  friel  from  sources  other  than  the  local  wholesale  distributor.  This  practice 
permits  oil  companies  to  charge  station-specific,  neighborhood-specific  or  City-specific 
wholesale  prices  that  need  not  reflect  broader  wholesale  market  conditions. 

For  example,  if  a  San  Francisco  lessee  station  dealer  of  a  given  branded  gasoline  finds  that  a 
Stockton  wholesale  distributor  of  the  same  branded  gasoline  is  offering  the  branded  gasoline  at 
a  price  so  low  that  the  dealer  could  pay  the  added  transportation  costs  and  still  offer  the 
gasoline  at  a  lower  retail  price  than  if  the  dealer  purchased  the  gasoline  from  the  local 
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wholesaler,  under  current  business  operation  agreements,  the  dealer  is  prohibited  from 
purchasing  from  the  Stockton  provider  and  passing  the  saving  onto  the  consumer. 

This  proposed  ordinance  would  apply  free  market  principles  to  the  wholesale  distribution  of 
gasoline  in  San  Francisco  by  requiring  refiners  to  allow  retail  dealers  of  the  that  refiner's 
branded  gasoline  to  purchase  gasoline  from  any  location  or  through  any  vendor  in  the  refiners 
wholesale  fuel  network. 

COUNTER- ARGUMENT  -  CURRENT  DISTRIBUTION  SYSTEM  PROTECTS  DEALERS 
AND  IMPROVES  DELIVERY  EFFICIENCY.  Major  oil  companies  argue  that  the  bill  will 
disrupt  the  present  retail  distribution  system  for  gasoline  products  that  allow  for  greater 
efficiencies.  They  state  that  these  greater  efficiencies  result  in  lower  prices  and  reliable  supply 
which  are  due  to  the  major  investments  that  have  been  made  in  transportation  and  distribution 
systems. 

They  argue  that  this  proposed  ordinance  would  undermine  these  benefits  by  interfering  with 
existing  contractual  relationships.  They  fiarther  contend  that  refiners  would  no  longer  be  able  to 
enter  into  agreements  that  create  stable  dependable  outlets  in  which  they  have  a  vested  interest 
in  ensuring  survive.  This  would  remove  the  major  reason  that  refiners  have  to  support  lessee 
service  stations  and  other  retail  outlets,  possibly  causing  their  elimination. 

Wholesale  price  differentials  or  zone  pricing.  Proponents  of  this  proposed  ordinance  argue 
that  oil  companies  set  wholesale  prices  through  a  complex  set  of  pricing  zones  which  exert 
significant  control  over  retail  prices.  They  argue  that  the  companies  draw  zones  between  which 
they  charge  different  prices  on  a  community-by-community,  neighborhood-by-neighborhood, 
or  even  a  station-by-station  basis.  The  oil  companies  can  then  set  the  zone  price  for  each  zone 
at  the  tanker  truck  loading  terminal.  The  retailer  must  purchase  the  gas  at  that  wholesale  price 
due  to  the  wholesale  purchasing  obligation  explained  above  which  prohibit  retail  dealers  from 
purchasing  their  supply  of  gasoline  from  any  source  other  than  the  local  distributor. 

The  proposed  ordinance  would  ban  wholesale  price  differentials.  When  delivering  gasoline  to 
service  stations  from  the  same  loading  terminal,  oil  companies  would  be  limited  to  setting  only 
one  price  for  wholesale  gasoline  and  then  only  add  to  the  price  the  actual  additional  cost  of 
delivering  the  fuel. 

COMPANIES  ARGUE  THAT  ZONE  PRICING  ALLOWS  DEALERS  TO  REMAIN 
COMPETITIVE  -  ELIMINATION  WOULD  RESULT  IN  LOST  JOBS  AND  HIGHER 
PRICES.  Rather  than  using  zone  pricing  to  force  station  operators  to  charge  higher  prices,  the 
oil  companies  assert  that  they  employ  zone  pricing  to  allow  retailers  to  offer  lower  prices  and 
remain  competitive  in  areas  of  high  competition.  If  zone  pricing  is  eliminated,  it  is  argued  that 
the  companies  would  not  longer  be  able  to  offer  lower  prices  in  more  competitive  areas  and  the 
prices  would  raise  and  stabilize  at  a  higher  overall  level. 

They  also  assert  that  by  prohibiting  the  companies  from  offering  lower  wholesale  prices  to 
stafions  that  are  having  trouble  competing  at  a  higher  wholesale  price,  the  stadon  is  at  risk  of 
going  out  of  business.  If  the  station  closes  its  doors,  San  Francisco  would  experience  a  loss  of 
jobs  and  possibly  an  increase  in  prices  due  to  the  tightening  of  competition. 
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Vertical  integration.  Vertical  integration  is  a  practice  whereby  oil  companies  can  control  the 
price  of  gasoline  from  the  ground  to  the  pump  by  (1)  extracting  crude  oil,  (2)  refining  it  into 
gasoline,  (3)  delivering  the  gasohne  to  retail  outlets,  and  (4)  setting  the  price  the  gasoline  is 
offered  at  the  retail  level  through  contractual  agreements  with  the  retail  operator  or  by  actually 
operating  the  retail  outlet. 

The  proponents  argue  that  in  areas  where  there  are  a  significant  number  of  service  stations 
operated  or  controlled  by  a  specific  company,  the  retail  price  for  a  large  portion  of  the  service 
stations  in  the  area  is  established  by  one  entity,  the  company.  They  go  on  to  argue  that  the  oil 
companies  use  their  wholesale  pricing  power  to  charge  franchise  or  lessee  dealers  prices  that 
force  them  to  meet  the  retail  prices  the  oil  companies  charge  at  their  company  operated  stations. 

In  an  October,  1997,  hearing  of  the  State  Senate  Energy,  Utilities  and  Communications 
Committee,  the  independent  service  station  associations  stated  that  some  major  oil  companies 
are  engaged  in  a  deliberate  campaign  to  replace  franchisee  operations  with  company-owned 
service  stations.  One  important  tool  in  this  effort  seems  to  be  lease  agreements  which  limit  the 
amount  that  franchisees  can  make  from  the  operations  of  the  station.  The  associations  state  that 
these  lease  agreements  can  severely  reduce  the  market  value  of  the  franchise  and  act  as  an 
inducement  for  the  franchisee  to  sell  the  franchise  back  to  the  company. 

The  associations  also  charged  that  company  operated  stations  have,  in  some  cases,  been 
subsidized  using  station-specific  prices  to  be  able  to  offer  gasoline  at  prices  that  force  adjacent 
franchisees  of  the  same  company  to  operate  at  a  loss.  The  association  believes  that  a  further 
loss  of  franchise  dealers  would  enhance  the  ability  of  the  oil  companies  to  shield  pricing  in 
regional  gasoline  markets  from  normal  market  forces. 

In  an  effort  to  reverse  this  trend,  this  proposed  ordinance  would  require  the  "divorcement"  of 
service  stations  from  oil  companies  and  ultimately  prohibit  oil  companies  from  operating  retail 
service  stations  and  controlling  retail  fiael  prices  through  any  type  of  contractual  agreement. 

OPPONENTS  ARGUE  THAT  THE  SAN  FRANCISCO  MARKET  HAS  FEW  COMPANY- 
OPERATED  STATIONS.  The  Western  State  Petroleum  Association  provided  figures  showing 
the  only  6  of  the  123  service  stafions  in  San  Francisco  are  company  operated  (5%).  With  such  a 
small  portion  of  the  market  being  comprised  by  company  operated  stations,  the  industry 
questions  their  ability  to  overwhelmingly  influence  retail  prices  with  such  a  small  relative  share 
of  the  retail  market.  They  argue  that  with  such  a  small  share  of  the  market,  they  must  price 
their  company  operated  stations  to  be  competifive  with  their  own  dealers  and  the  retailers  of 
competing  oil  companies. 

OPPONENTS  ARGUE  THAT  DIVORCEMENT  REDUCES  COMPETITION  RESULTING 
IN  INCREASED  PRICES.  The  free  market  system  allows  any  group  or  individual  to  offer 
goods  and  services  for  sale.  One  of  the  basic  tenets  of  economics  stipulate  that  the  greater  the 
number  of  competitors  in  a  free  market,  the  lower  the  prices.  In  most  competitive  markets, 
price  competition  is  a  major  factor  in  attracting  customers.  If  there  are  only  a  few  competitors 
in  a  given  market,  price  is  not  as  an  important  factor  in  attracting  customers.  However,  as 
competition  grows,  price  distinction  becomes  a  greater  factor. 

In  a  completely  free  market,  the  exclusion  of  any  group  or  individual  from  entering  and 
operating  in  a  given  market  in  which  they  would  otherwise  operate,  limits  competition.  If  the 
basic  tenets  of  competifive  markets  addressed  above  hold  true,  then  it  follows  that  this 
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reduction  in  competition  would  result  in  increased  prices  as  there  are  fewer  purchasing  options 
available  to  the  consumer. 

The  oil  industry  argues  that  by  prohibiting  them  from  owning  and  operating  gasoline  retail 
outlets,  divorcement  eliminates  an  entire  class  of  competitors,  thereby,  reducing  purchasing 
options  which  leads  to  higher  prices. 

ANALYSIS  OF  THIS  ASSERTION:  This  would  hold  true  if  it  could  be  shown  that  the 
competitors  that  were  being  removed  for  the  market  (1)  would  not  be  replaced  by  other 
competitors  or  (2)  had  offered  a  product  distinction  that  others  could  not  provide.  In  this  case, 
it  would  be  hard  to  prove  that  the  stations  currently  operated  by  companies  would  close  and  no 
other  competitors  would  assume  operation  of  the  vacant  stations. 

In  fact,  the  proponents  of  divorcement  would  argue  that  the  opposite  would  occur.  For 
example.  Chevron  currently  operates  three  (3)  service  stations  in  San  Francisco.  If  they  were 
forced  to  cease  operation  of  these  stations,  there  is  the  possibility  that  the  operation  of  three 
stations  would  be  assumed  by  three  different  dealers,  thereby,  increasing  competition. 
However,  there  is  the  possibility  that  the  operation  of  all  three  stations  would  be  assumed  by  a 
single  dealer  that  already  operates  multiple  stations  in  San  Francisco.  In  such  a  case, 
competition  would  decease. 


OPPONENTS:  LACK  OF  COMPETITION,  COST  OF  DOING  BUSINESS,  OPPORTUNITY 
COSTS  RESULT  IN  HIGHER  PRICES.  The  opponents  argue  that  the  higher  price  of  gasoline  in  San 
Francisco  is  due  to  the  following: 

Lack  of  competition.  The  oil  industry  argues  that  one  of  the  major  reasons  San  Francisco  gas 
prices  are  higher  than  other  California  cities  is  because  of  the  relatively  fewer  stations  that  exist 
in  the  City.  There  are  1.5  retail  gasoline  stations  per  10,000  residents,  compared  to  2.7  stations 
per  10,000  residents  in  Los  Angeles.  As  discussed  above,  one  of  the  basic  tenets  of  economic 
stipulates  that  the  greater  the  number  of  competitors  in  a  free  market,  the  lower  the  prices. 
With  the  relatively  fewer  amount  of  stations  per  capita,  the  oil  companies  argue  that  economic 
theory  would  predict  higher  prices  within  a  free  market. 

While  these  figures  appear  to  be  correct,  it  is  interesting  to  note  the  reduction  in  the  number  of 
retail  stations  operating  in  the  Bay  Area.  According  to  the  Bay  Area  Air  Quality  Management 
District  (BAAQMD)  there  were  3309  retail  gas  stations  in  the  Bay  Area  in  1978,  currently  there 
are  1420.  This  decrease  in  service  stations  has  not  necessarily  resulted  in  a  commensurate 
reduction  the  number  of  gas  dispensing  nasals. 

According  to  BAAQMD  personnel,  the  common  Bay  Area  gas  station  in  1978  contained  6  to  8 
dispensing  nozzles.  Today,  stations  commonly  have  24  to  36  nozzles  per  station,  thereby, 
allowing  more  drivers  to  be  serviced  at  fewer  stations.  The  following  is  data  generated  by  the 
BAAQMD  presenting  this  information  in  table  form: 
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YEAR 

NUMBER  OF 

AVERAGE 

TOTAL 

NUMBER  OF 

NUMBER  OF 

SERVICE 

NUMBER  OF 

NUMBER  OF 

CARS 

NOZZLES 

STATIONS 

NOZZLES 

NOZZLES 

PER  CAR 

jjyjy 

O-o 

Z  J,  I  Oj 

no  delta 

1988 

2265 

11 

24,300 

4.1  7  million 

.0058  car 

1998 

1420 

20 

29,000 

4.60  million 

,0063  car 

High  costs  of  doing  business.  The  Western  States  Petroleum  Association  commissioned 
Kosmont  &  Associates  to  provide  an  economic  assessment  of  the  costs  of  developing  retail 
gasoline  outlets  in  various  California  jurisdictions,  including  San  Francisco. 

The  study  reviewed  issues  including  (i)  zoning  and  land  use  regulations,  (ii)  environmental 
regulations,  (iii)  entitlement  process  and  time  requirements,  and  (iv)  building  department  and 
construction  issues.  Kosmont  &  Associates  found  "that  there  are  substantially  higher  land 
development  costs  in  San  Francisco,  than  in  Southern  California." 

The  study  provides  a  comparative  analysis  of  the  cost  of  service  station  dev  elopment  in  San 
Francisco  relative  to  Los  Angeles  and  Orange  Counties.  The  study  found  that  in  San  Francisco 
"costs  associated  with  land  acquisition  are  almost  100%  higher,  . .  .while  overall  construction 
costs  are  15%  higher."  Consequently,  few  new  stations  are  built  which  limits  competition. 
According  to  the  BAAQMD,  new  gasoline  station  construction  in  San  Francisco  has  been 
relatively  low.  Records  show  that  the  Air  District  issued  6  new  permits  in  the  last  1 0  years. 

The  study  contends  that  intense  urban  development  and  the  scarce  supply  of  readily  ax  ailable 
land  for  development,  make  gasoline  prices,  along  with  home  prices  and  the  overall  cost  of 
Hving  higher  in  San  Francisco  than  in  Southern  California. 

Opportunity  costs.  In  a  completely  free  market,  the  owner  of  property  is  free  to  use  that 
property  for  any  use  the  owner  chooses.  In  economic  theory,  it  is  assumed  that  the  property 
owner  will  use  the  property  in  such  a  fashion  that  will  maximize  profit. 

Under  current  City  law,  it  is  difficult  for  property  containing  ser\dce  stations  to  be  redeveloped 
into  another  use.  Consequently,  the  property  owner  of  a  parcel  on  which  a  service  station 
currently  exists  cannot  change  the  use  of  the  property  in  order  to  take  advantage  of  a  use  that 
could  realize  greater  economic  return.  Therefore,  due  to  City  regulations,  there  could  be  an 
opportunity  cost  associated  with  owning  property  containing  a  gasoline  service  station.  This 
places  pressure  on  rent  prices  which  are  passed  on  to  the  consumers  through  higher  gas  prices. 

The  oil  industry  argues  that  the  opportunity  costs  associated  with  serv  ice  stations  is  one  of  the 
reasons  there  are  so  few  stations  in  San  Francisco.  The  inability  to  change  property  use  out  of 
the  service  station  business  places  financial  burden  on  property  owners  where  retail  gasoline 
services  are  not  the  best  economic  use  for  the  property.  Therefore,  property  owners  are 
reluctant  to  allow  their  property  to  be  used  for  service  station  operations  as  they  will  have 
difficulty  in  converting  the  property  to  another  use  in  the  future. 
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Policy  Issues: 


1 )  APPROPRIATE  ROLE  OF  GOVERNMENT  IN  THE  FREE  MARKET.  When  is  it  appropriate 
for  government  to  exert  control  over  the  participation,  pricing  structure  and  other  business  practices 
of  a  given  industry? 

The  proposed  ordinance  exerts  substantial  control  over  participation  in  the  gasoline  retail  business. 
It  also  limits  the  ability  of  oil  companies  to  make  wholesale  pricing  decisions  and  regulates  how  oil 
companies  deliver  their  product  to  distribution  centers. 

There  is  precedence  for  government  to  exert  this  type  of  control  in  the  market  system.  This 
primarily  occurs  when  a  good  or  service  is  viewed  as  a  utility  or  when  it  is  determined  that  the 
market  is  conducive  to  monopolistic  practices. 

Evidence  suggests  that  the  wholesale  gasoline  pricing  and  distribution  system  in  not  a  purely  "free 
market"  in  the  San  Francisco  area.  It  appears  that  there  is  no  price  competition  within  the 
wholesale  market  for  branded  gasoline.  Once  a  retailer  enters  into  a  contract  to  sell  a  specific 
branded  gasoline,  that  retailer  is  required  to  purchase  their  supply  of  gasoline  from  only  one 
designated  tanker  truck  terminal. 

Furthermore,  these  contractual  obligations  allow  oil  companies  to  charge  different  prices  to  stations 
within  the  same  area  through  "zone  pricing"  as  retailers  are  denied  the  opportunity  to  shop  around 
for  a  cheaper  price  that  may  be  offered  in  another  location  or  by  another  wholesaler. 

The  only  entities  that  are  free  to  shop  around  for  the  best  price  are  independent  dealers  that  are  not 
associated  with  branded  companies.  Due  to  the  fact  that  there  are  so  few  independent  dealers  in 
San  Francisco,  the  independents  have  a  very  limited  effect  on  the  market 

Does  the  Board  believe  that  the  high  price  of  gasoline  in  San  Francisco  relative  to  Los  Angeles  is 
due  to  monopolistic-like  practices  that  result  in  prices  that  would  not  be  as  high  in  a  free  wholesale 
market? 

If  the  answer  to  this  question  is  yes,  then  there  is  precedence  for  government  to  regulate  an  industry 
with  the  potential  to  implement  these  characteristics  ~  some  examples  include  cable  television, 
residential  natural  gas,  and  solid  waste  disposal. 


2)  HOW  MANY  STATIONS  DO  THE  OIL  COMPANIES  CONTROL?  One  of  the  basic 

components  to  support  the  accusation  that  a  given  company  or  individual  controls  the  price  at  the 
retail  market  level,  is  to  prove  that  that  entity  controls  a  substantial  number  of  retail  outlets.  In  the 
case  of  retail  stations  in  San  Francisco,  the  number  of  company  operated  retail  stations  is  minimal 
at  5%. 

However,  the  Automotive  Trade  Organizations  Association  suggests  that  while  the  oil  companies 
do  not  actually  operate  a  large  number  of  stations,  they  do  have  direct  control  over  the  actual  retail 
price  of  the  gasoline  offered  at  branded  stations.  It  is  suggested  that  the  companies  enter  into 
contractually  agreements  with  the  operators  of  retail  stations  that  require  the  operator  to  offer  the 
price  set  by  the  oil  company. 
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The  Board  may  want  clarification  from  oil  industry  representatives  if  these  type  of  contractual 
agreements  exist,  and  if  so,  the  number  of  stations  currently  operating  under  this  type  of  agreement. 

3)  WILL  THIS  OIIDINANCE  ACHIEVE  ITS  GOAL  -  LOWER  GAS  PRICES  IN  SAN 
FRANCISCO?  The  major  stated  goal  of  the  proponents  of  this  ordinance  is  low  gas  prices  in  San 
Francisco.  There  are  a  number  of  studies  examining  the  effects  of  similar  measures  that  have  been 
implemented  in  other  areas,  including  the  jurisdictions  described  in  #4  below.  The  results  of  these 
various  studies  are  conflicting.  Some  studies  show  that  "divorcement"  laws  have  resulted  in  low  er 
gas  prices,  while  other  show  that  they  have  increased  overall  prices. 

Many  of  the  other  "divorcement"  measures  do  not  contain  all  the  provisions  contained  in  the 
proposal  before  the  Board,  therefore,  it  is  extremely  difficult  to  rely  on  past  studies  to  conclusively 
determine  whether  or  not  the  ordinance  will  result  in  lower  gasoline  prices. 

4)  OTHER  AREAS  WITH  "DIVORCEMENT"  MEASURES  ENACTED.  Other  areas  that  have 
enacted  measure  containing  provisions  similar  to  provision  contained  in  the  proposed  ordinance 
include: 

•  State  of  Maryland 

•  State  of  Nevada 

•  State  of  Connecticut 

•  State  of  Virginia 

•  State  of  Delaware 

•  State  of  Hawaii 

•  Washington  DC 

5)  ENFORCEMENT  ISSUES.  The  fine  for  violation  of  this  ordinance  is  $500,  six  months  in  the 
county  jail,  or  both.  It  is  hard  to  imagine  that  a  $500  fine  would  serve  as  a  great  deterrent  to 
companies  the  size  of  the  oil  companies  operating  in  the  San  Francisco  market. 

The  one  apparent  deterrent  contained  in  the  ordinance  is  the  possibility  of  sending  a  high  ranking 
company  execufive  to  county  jail.  However,  it  seems  it  would  be  hard  to  place  an  executive  in  jail 
based  on  the  provisions  of  this  measure. 

How  would  the  pricing  discriminadons  provisions  be  enforced?  Which  agency  would  monitor  the 
price  charged  to  the  various  service  stations  and  who  would  calculate  the  actual  transportation 
costs  for  delivery  from  the  terminal  to  station? 

6)  DO  EXISTING  LAWS  PREEMPT  THIS  ORDINANCE?  There  are  a  number  of  state  and  federal 
laws  dealing  with  the  marketing  of  motor  fiiel  and/or  the  relationship  between  major  oil  companies 
and  service  station  dealers.  These  include: 

•  Chapter  14  of  Division  5  of  the  California  Business  and  Professions  Code  which  establishes 
various  rules  regulating  the  business  operations  of  service  stations  (i.e.  false  advertising, 
posting  of  business  hours,  gasoline  standards,  and  price  indicators  on  dispensers).  This  section 
of  the  law  does  not  prohibit  or  restrict  refiner  operation  of  service  stations. 


9 


•  Chapter  7.5,  Division  8  of  the  CaHfomia  Business  and  Professions  Code  deals  with  the 
termination  and  non-renewal  of  service  stations  franchises,  however,  does  not  prohibit  or 
restrict  refiner  operation  of  service  stations. 

•  The  California  Franchise  Disclosure  Law  (Corporations  Code  3 1000  et  seq.)  which  require  a 
franchiser  to  make  specified  disclosures  to  a  franchisee  when  a  franchise  is  sold. 

•  Division  7.8  of  Division  8  of  the  Business  and  Professions  requiring  franchise  fair  practices. 

•  Chapter  7.9  of  Division  8  of  the  California  Business  and  Professions  Code  specifies  the 
circumstances  under  which  a  service  stafion  may  be  closed  during  late  night  and  early  morning 
hours.  This  section  does  not  prohibit  the  operation  of  a  service  station  by  an  oil  company  nor 
does  it  mention  motor  fiiel  pricing  or  wholesale  distribution. 

•  Chapter  8  of  Division  8  of  the  California  Business  and  Professions  Code  prohibits  price 
discrimination  in  the  sale  of  gasoline  and  oil,  when  the  discrimination  injures  competition. 

•  There  are  a  number  of  state  and  federal  antitrust  laws  which  deal  with  vertical  price  fixing  and 
restraints  on  trade. 

There  do  not  appear  to  be  any  state  laws  which  directly  prohibit  refiner  operation  of  service 
stations,  directly  regulate  the  wholesale  or  retail  price  of  motor  ftiel,  or  directly  regulate  the 
distribution  agreements  between  refiners  and  service  stations;  however,  it  is  unclear  as  to  whether 
existing  price  discrimination  laws  preempt  the  zone  pricing  provisions  of  this  ordinance. 

The  Board  may  wish  to  seek  a  City  Attorney's  opinion  on  this  question. 

7)  EFFECTIVE  DATE.  The  de  facto  effective  date  of  this  ordinance  would  be  1/1/98  as  that  is  when 
the  ordinance  prohibits  any  oil  company  from  assuming  the  operation  of  any  new  or  additional 
retail  service  stations  in  the  City.  Does  the  Board  wish  to  make  this  measure  retroactive? 

Also,  the  measure  requires  oil  companies  to  relinquish  control  of  50%  of  their  current  retail 
holdings  by  1/1/99  and  all  of  their  holdings  1/1/2000.  The  earliest  this  measure  could  become 
effect  is  mid- June.  Does  the  Board  feel  this  is  an  adequate  amount  time.  The  Board  may  wish  to 
consider  amending  the  legislation  to  change  the  effective  dates  of  these  provisions  to  allow  a  year 
for  the  50%  deadline  and  two  years  for  the  final  deadline. 

8)  REGIONAL  EFFECT.  There  is  some  debate  as  to  whether  this  type  of  ordinance  can  be  effected 
when  implemented  within  a  single  jurisdiction.  Some  economist  suggest  that  for  an  ordinance  such 
as  this  to  be  effecdve,  it  must  be  implemented  on  a  regional  basis  (see  discussion  of  San  Diego 
County's  experience  below).  With  this  in  mind,  the  Association  of  Bay  Area  Governments  and  the 
Bay  Area  Economic  Forum  are  currently  preparing  studies  on  the  issue  (it  is  anticipated  that 
Supervisor  Yaki  will  amend  this  proposal  in  Committee  to  stipulate  that  it  will  not  become 
effective  unless  2/3  of  the  nine  (9)  Bay  Area  counties  adopt  similar  measures). 

9)  SAN  DIEGO  COUNTY  AND  MUNICIPALITIES  CONSIDERING  REGIONAL 
IMPLEMENTATION  OF  SIMILAR  LEGISLATION.  The  County  of  San  Diego  recently 
approved  a  county  ordinance  that  would  ban  oil  companies  from  operating  retail  service  station 
outlets  in  unincorporated  areas  of  the  county  by  2000  if  similar  legislation  is  approved  by  enough 
of  the  county's  18  municipalities  to  constitute  at  least  two-thirds  of  the  county's  total  population. 

The  ordinance  includes  a  regional  component  because  of  the  minimal  number  of  stations  within  the 
unincorporated  areas  relative  to  those  in  incorporated  areas  -  stations  in  unincorporated  areas 
represent  12%  of  the  total  stations  in  San  Diego  County.  It  is  extremely  difficult  for  such  a  small 
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percentage  of  the  retail  market  to  affect  regional  practices.  The  county  believes  that  in  order  for  the 
ordinance  to  be  effective,  a  large  majority  of  stations  within  a  region  must  be  included  in  the 
provisions  of  the  measure. 

According  to  San  Diego  Supervisor  Ron  Roberts'  office,  the  requisite  number  of  cities  have 
approved  the  ordinance  and  it  would  be  expected  to  become  effective  in  2000.  However,  the 
County  of  San  Diego  has  decided  to  test  the  legal  validity  of  the  ordinance  before  it  becomes 
effective  by  requesting  a  declaratory  judgment  from  the  courts.  A  decision  in  this  matter  is 
expected  this  sunmier. 

10)  STATE  MEASURES.  There  are  currently  two  measures  before  the  California  State  Legislature 
dealing  with  this  issue  to  varying  degrees  -  Assembly  Bill  2228  (Davis)  and  House  Resolution  58 
(Sweeney). 

AB  2228  would  provide  that  nothing  in  state  law  invalidates  or  prohibits  a  local  ordinance 
regulating  competition  in  the  refining,  wholesale  or  retail  distribution,  pricing,  manufacturing,  or 
transporting  of  motor  vehicle  fuel  or  oil. 

HR  58  requests  that  the  California  Attorney  General,  in  cooperation  with  the  United  States 
Attorney  General,  United  States  Secretary  of  Energy,  and  the  Federal  Trade  Commission, 
investigate  "anti-competitive"  practices  in  the  oil  industry  and  in  the  retail  gasoline  marketplace.  It 
also  requests  that  the  California  Attorney  General  report  the  findings  of  the  investigation  to  the 
Legislature  and  take  any  necessary  legal  actions  against  those  engaged  in  illegal  acts. 

Two  measures  were  introduced  last  year  to  address  the  issue  of  oil  company  control  over  the  retail 
price  of  gas.  They  were  SB  52  (Kopp)  and  SB  404  (Peace),  which  would  have  allowed  a 
franchised  gasoline  dealer  to  purchase  branded  gasoline  from  a  supplier  other  than  its  franchiser. 
Both  bills  were  defeated  in  the  Senate  last  year. 


Options: 

1 .  Approve  the  ordinance  in  its  current  form. 

2.  Amend  the  ordinance  to  change  deadlines  for  divorcement  as  outlined  in  "policy  issue"  #7  above 
and  approve  the  measure. 

3.  Delay  action  on  the  measure  until  the  Association  of  Bay  Area  Government  and  the  Bay  Area 
Economic  Forum  have  completed  their  analysis  of  the  issue. 

4.  Delay  action  on  the  measure  until  a  decision  is  handed  down  on  the  declaratory  judgment  requested 
by  the  County  of  San  Diego. 

5.  Reject  the  ordinance. 


Prepared  by:    Jon  L.  Ballesteros 
415/554-7787 
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LEGISLATIVE  ANALYSIS 


Committee  Hearing:  Economic  Development,  Transportation  and  Technology 

File  Number:  98-0334  -  Taxicab  Fare  Rate  Increase 

Origin:  Supervisor  Newsom 

Date:  May  14,  1998 


DOCUMENTS  DEPT. 

MAY  1  8  1998 

SAN  FRANCISCO 
PUBLIC  LIBRARY 


Summary  of  Requested  Action: 

1.  Would  increase  the  rate  charged  for  the  initial  1/6*  mile  traveled  in  a  taxicab  by  SO. 80  and  increase  the  w  ait 
time  or  traffic  delay  time  charge  by  $0.10. 

I    2.  Would  reduce  the  frequency  with  which  the  Board  must  review  taxicab  rates  and  require  the  Controller  to 
recommend  changes  to  taxicab  fare  rates  every  two  years. 

I   Current  Law: 

Article  16  of  the  San  Francisco  Police  Code  sets  taxicab  rates  as  follows: 

:  •    $1 .70  for  the  initial  1/6  mile  traveled  (flag  drop  rate), 

'  •    $0.30  for  each  1/6  mile  traveled  thereafter, 

•    $0.30  for  each  1  minute  of  waiting  time  or  traffic  delay. 

The  code  also  specifies  that  the  Board  of  Supervisors  shall  review  taxicab  rates  between  September  1st  and 
December  1  st  of  each  year. 

ji   Proposed  Legislative  Action 

I 

This  proposed  ordinance  would  (1)  increase  the  flag  drop  rate  from  $1 .70  to  $2.50  (47%)  and  (2)  increase  the 
wait/traffic  delay  time  from  $0.30  to  $0.40  (33%). 

The  proposed  ordinance  also  would  (1)  reduce  the  frequency  with  which  the  Board  must  review  taxicab  rates 
from  annually  to  once  every  two  years  and  (2)  require  the  Controller  to  recommend  taxicab  fare  increases  or 
decreases,  based  on  the  Consumer  Price  Index  (CPI),  prior  to  the  Board's  consideration  of  rate  changes. 

^  Background  and  Discussion: 

This  measure  is  the  product  of  extensive  deliberations  conducted  by  the  Mayor's  Taxi  Task  Force  (Task  Force). 
It  is  one  of  over  55  recommendations  made  by  the  Task  Force  dealing  with  taxicab  issues  including  meter  rates, 
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gate  fees,  number  of  medallions  issued,  leasing,  airport  deadheading,  and  many  more.  Governance  o\  cr  these 
issues  is  decentralized  as  some  of  the  recommended  changes  can  be  implemented  administratively  at  C\ly 
department  level,  others  require  Board  of  Supervisor's  action,  while  still  others  require  action  by  the  \  otcrs. 
The  Taxi  Task  Force  staff  is  in  the  process  of  compiling  all  of  the  task  force  recommendations  and  identifying 
the  authority  under  w^hich  the  recommendations  fall. 

This  proposed  measure  is  relatively  straightforward  and  resides  within  the  jurisdiction  of  the  Board  of 
Supervisors. 

Taxicab  rates  have  remained  constant  since  1991.  Taxi  drivers  do  not  receive  salaries  ~  their  wages  are  a 
function  of  the  number  of  passengers  they  carry,  the  length  of  each  trip,  and  the  rates  they  are  allowed  to  charge. 
No  survey  has  been  conducted  to  determine  the  average  wage  earned  under  this  arrangement.  The  Task  Force, 
in  an  effort  to  provide  adequate  raises  to  taxicab  drives,  requested  that  the  City  Controller  review  the  CPl  to 
determine  the  inflation  rate  since  that  time  and  suggest  an  adequate  increase  in  the  flag  drop  and  wait/traffic 
delay  rate  to  reflect  the  change  in  the  CPL 

The  suggested  increases  contained  in  this  ordinance  reflects  the  findings  of  the  City  Controller. 

The  measure  also  attempts  to  provide  a  standard  mechanism  for  the  review  of  appropriate  taxicab  rates  by 
requiring  that  the  City  Controller  review  the  CPI  every  two  years  and  make  recommendations  as  to  increasing 
or  decreasing  taxicab  rates.  However,  the  Board  of  Supervisors  retains  the  ability  to  factor  in  additional 
considerations  when  setting  taxicab  rates  as  this  measure  does  not  require  the  Board  to  accept  the  City 
Controller's  recommendations. 

The  Task  Force  did  not  uncover  evidence  that  a  rate  increase  of  the  magnitude  proposed  would  result  in  a 
measurable  reduction  in  taxi  ridership. 

The  Task  Force  reviewed  the  rates  of  other  cities  and  found  that  San  Francisco's  rate  is  about  average.  This 
measure  would  place  San  Francisco's  rate  above  the  average. 

Policy  Issues: 

SHOULD  THIS  BE  PART  OF  A  LARGER  LEGISLATIVE  PACKAGE?  As  stated  above,  the  Task  Force 
dealt  with  a  number  of  issues  concerning  the  taxicab  industry  in  San  Francisco.  While  action  can  be  taken  on 
the  recommendations  of  the  Task  Force  on  an  issue-by-issue  basis,  these  issue  often  times  interact  such  that  one 
action  can  either  require  a  subsequent  action  to  achieve  an  intended  goal,  or  the  action  could  eliminate  an  option 
in  dealing  with  a  separate  but  corresponding  issue. 

For  example,  taxicab  drivers  argue  that  each  time  there  has  been  an  increase  in  the  flag  drop  rate,  there  has  been 
an  increase  in  gate  fees  (fee  charged  by  taxi  companies  to  drivers  for  the  use  of  their  cabs)  that  reduces  the  wage 
increase  they  otherwise  would  have  realized.  If  the  goal  of  a  flag  drop  rate  increase  is  to  increase  the  wage  of 
the  drivers,  then  the  Board  may  wish  to  consider  setting  caps  on  the  gate  fee  level  companies  may  charge  for  the 
use  of  their  vehicles.  One  companion  issue  in  this  specific  discussion  would  be  the  question  of  allowing 
companies  to  changed  adequate  gate  fees  to  ensure  the  profitability  of  their  operations. 

The  Board  may  wish  to  consider  all  of  the  identified  taxicab  issues  in  a  comprehensive  piece  of  legislation,  or  a 
package  of  legislation,  that  allows  for  full  and  simultaneous  considerafion  of  all  of  the  interacting,  and 
sometimes  competing,  issues  that  are  within  the  jurisdiction  of  the  Board. 
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It  again  should  be  noted  that  jurisdiction  over  all  of  the  55  recommendations  of  the  Task  Force  is  dcccniralizcd 
as  some  of  the  recommended  changes  can  be  implemented  administratively  at  City  department  lc\  el,  others 
require  Board  of  Supervisor's  action,  and  others  require  action  by  the  voters. 

IS  THERE  A  NEED  TO  CONSIDER  TAXICAB  RATE  INCREASES  BEFORE  THE  ISSUANCE  OF 
ADDITIONAL  MEDALLIONS?  One  important  issue  that  also  has  an  effect  on  the  income  of  taxicab  drivers, 
but  is  within  the  jurisdiction  of  another  body,  is  the  number  of  taxicab  medallions  issued.  According  lo  the 
SFPD  Taxi  Detail,  the  Police  Commission  will  be  considering  a  Police  Department  recommendalion  lo  possibi 
increase  the  number  of  taxicab  medallions  in  the  near  future.  It  is  expected  that  the  Police  Department  will 
make  an  official  recommendation  as  to  the  appropriate  increase  in  medallions  within  the  next  four  to  ciyht 
weeks.  Due  to  the  potentially  negative  effect  such  action  could  have  on  the  income  of  taxicab  dri\  crs.  is  there 
need  move  this  measure  forward  before  the  Police  Commission  takes  action  to  increase  the  number  of 
medallions? 

OTHER  PROPOSED  MEASURES  IMPLEMENTING  RECOMMENDATIONS  OF  THE  TAXICAB  TASK 
FORCE.  Supervisor  Newsom  has  introduced  a  number  of  measures  dealing  with  many  of  the  issues  identified 
by  the  Task  Force  that  fall  under  the  jurisdiction  of  the  Board  including  an  ordinance  that  would  cap  taxicab 
gate  fees  (File  98-0761)  and  four  measures  dealing  with  the  enforcement  of  parking  regulations  (File  98-0-62. 
98-0763,  98-0764  and  98-0765).  The  Supervisor's  office  is  in  the  process  of  developing  additional  legislation 
that  would  implement  the  remaining  recommendations  of  the  Task  Force  that  are  within  the  jurisdiction  of  the 
Board. 


Options: 

1 .  Approve  the  proposed  increase  in  taxicab  rates. 

2.  Hold  the  measure  unfil  it  can  be  considered  with  as  part  of  a  comprehensive  piece  of  legislation  or  package 
of  legislafion. 

3.  Reject  the  proposed  increase  in  taxicab  rates. 
Prepared  by:    Jon  L.  Ballesteros  (415/554-7787) 
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Summary  of  Proposed  Action: 

The  proposed  resolution  accepts  a  gift  of  real  property  located  at  2340-2366  Leavenworth  Street  (lots 
14  and  14a,  Assessor's  Block  067)  together  with  funds  in  the  amount  of  $100,000  from  the  estate  of 
Mary  Fay  Berrigan.  The  property  would  be  placed  under  the  jurisdiction  of  the  Recreation  and  Park 
Department,  and  dedicated  as  a  public  park  to  be  called  Fay  Park,  with  instructions  to  City  departments 
to  take  any  steps  necessary  to  effectuate  this  resolution. 

Current  Law: 

The  San  Francisco  Administrative  Code 

Provisions  in  the  San  Francisco  Administrative  Code  allow  the  Board  of  Supervisors  to  authorize 
department  heads  to  accept  gifts  of  cash  or  goods  of  market  value  not  to  exceed  S5,000.  There  are  no 
existing  Municipal  Codes  addressing  gifts  over  $5,000.  The  City  Attorney's  Office  states  that  residual 
powers  of  the  Board  allow  the  Board,  on  behalf  of  the  City  and  County  of  San  Francisco,  to  accept 
gifts  over  $5,000  by  resolution. 

The  City  Charter 

The  Charter  directs  the  Planning  Department  to  submit  written  reports  regarding  proposed  ordinances 
and  resolutions  concerning  the  acquisition  of  property  by  the  City,  prior  to  the  Board's  passage  of  such 
matters. 

Charter  provisions  also  require  the  Planning  Commission  to  disapprove  any  proposed  action  if  it  finds 
such  action  not  to  conform  with  the  General  Plan.  A  two-thirds  vote  of  the  Board  of  Super\  isors  (the 
Board)  may,  however,  reverse  the  Commission's  findings.  The  Commission  may  also  propose  zoning 
amendments  for  consideration  by  the  Board,  including  those  regulating  use  of  any  building,  structure 
or  land.  In  turn,  the  Commission  shall  review  any  ordinance  proposed  by  the  Board  regarding  zoning, 
together  with  applications  for  reclassification  of  property. 

The  General  Plan: 

Planning  Code  Section  101.1  -  The  Charter  requirement  that  the  acquisition  of  Fay  Park  be  referred  to 
the  Planning  Commission  for  a  General  Plan  consistency  finding  requires  the  project  to  be  consistent 
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with  the  Eight  Priority  PoHcies  set  forth  in  Planning  Code  Section  101.1.  These  priority  poUcies 
include:  preserving  and  enhancing  a  neighborhood's  retail  uses  or  employment  opportunities; 
preserving  the  City's  housing  stock  or  neighborhood  character;  preserving  and  enhancing  the  City's 
supply  of  affordable  housing;  ensuring  that  commuter  traffic  does  not  impede  Muni's  transit  service  or 
overburden  neighborhood  parking  and  streets;  protecting  present  industrial  and  service  sectors 
including  future  opportunities  for  resident  employment;  achievement  of  the  greatest  possible 
earthquake  preparedness  against  injury  and  loss  of  life;  preservation  of  landmarks  or  historic  buildings; 
and  protection  of  parks  and  open  space. 

•  Recreation  and  Open  Space  Element  -  The  Recreation  and  Open  Space  Element  (the  "Citywide 
Recreation  Plan")  sets  objectives  and  develops  policies  for  a  citywide  system  aimed  at  developing 
and  maintaining  high  quality  public  open  spaces  and  recreation  facilities  for  every  neighborhood 
throughout  the  City.  It  also  directs  the  City  to  acquire  and  develop  new  public  open  space  in 
existing  residential  neighborhoods,  particularly  those  that  are  deficient  in  open  space. 

•  Urban  Design  Element  -  The  General  Plan  also  includes  the  Urban  Design  Element,  which 
addresses  the  need  to  conserve  natural  resources,  including  resources  of  historical  significance  and 
that  minimize  overcrowding.  Private  lands  that  are  landscaped  or  developed  as  open  space  are  also 
valued  as  contributing  to  the  City's  recreational  resources. 

State  Environmental  Review  Guidelines: 

The  California  Environmental  Quality  Act  (CEQA)  is  a  statewide  environmental  protection  act  that 
governs  any  discretionary  decision  that  could  have  a  physical  impact  on  the  environment.  Provisions 
under  CEQA  State  Guidelines  Section  15061(b)(3)  provide  exemptions  from  environmental  review  for 
projects  that  do  not  to  have  a  significant  impact  on  the  environment  or  do  not  promote  intensive  land 
use.  The  exemption  also  applies  to  acquisition  of  property  to  establish  public  open  space  of  generally 
low-intensity  recreational  use.  In  addition,  the  acquisition  is  exempt  from  environmental  review  under 
State  Guidelines  Sections  15308,  15316  and  15325. 

Background: 

The  estate  of  Mary  Fay  Berrigan  named  the  Recreation  and  Park  Department  as  a  beneficiary  of  a  gift 
of  real  property  and  cash  in  the  amount  of  $100,000.  The  property,  located  at  2340-2366  Leavenworth 
Street  in  the  Russian  Hill  neighborhood,  includes  a  three-story  single  family  home  on  lot  14a,  which 
was  built  in  the  early  1900s,  and  occupies  2,395  square  feet  of  lot  area.  It  also  includes  a  hillside 
garden  on  lot  14,  which  was  designed  by  the  renowned  landscape  architect,  Thomas  Church,  and  is 
spread  over  8,598  square  feet. 

Even  though  Mary  Fay  Berrigan  died  in  1988,  the  property  did  not  become  available  to  the  City  until 
January  1998,  when  her  husband.  Brigadier  General  Paul  Berrigan,  died.  The  Will  stipulates  that  the 
property  must  be  accepted  and  dedicated  as  park  property  by  July  2,  1998.  The  gift  of  $100,000  may 
be  used  for  demolishing  the  single  family  residence  or  for  developing  the  property.  The  Will  refers  to 
the  property  as  Fay  Park.  It  further  states  that  the  property  will  go  to  a  second  party,  the  Society  for 
Prevention  of  Cruelty  to  Animals  (SPCA),  if  the  City  elects  not  to  accept  the  property. 
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A  report  issued  by  the  Recreation  and  Park  Department  recommends  acceptance  of  the  property 
bequest  for  use  as  a  pubhc  park,  and  such  use  is  also  supported  by  the  Recreation  and  Park 
Commission.  Subsequently,  the  Planning  Commission  has  unanimously  approved  the  Planning 
Department's  finding  that  the  acceptance  of  the  bequest  would  be  consistent  with  the  policies  of  the 
General  Plan. 

According  to  the  Recreation  and  Park  Department,  if  the  City  acquires  the  property,  the  garden  and  the 
house  would  require  renovation  in  order  to  bring  the  property  into  compliance  with  City  codes.  The 
Department  adds  that  the  renovations  could,  however,  be  done  incrementally.  The  City's  main  priority 
for  the  short  term  would  be  maintenance  of  the  garden. 

Neighborhood  groups  from  Russian  Hill,  Telegraph  Hill  and  North  Beach  generally  support  the  idea  of 
using  the  property  as  a  City  park.  They  point  out  that  the  City's  acquisition  of  the  property  would 
preserve  its  use  as  a  public  park.  These  groups  have  suggested  that  costs  of  renovating  the  property 
could  be  also  be  addressed  through  private  donations,  as  opposed  to  depending  solely  on  public  funds. 

Opponents,  including  homeowners  in  the  Russian  Hill  neighborhood,  are  concerned  that,  if  the  Cit\' 
acquires  the  property  and  designates  it  to  public  use,  their  neighborhood  would  experience  problems 
with  traffic  congestion,  safety,  and  crime.  They  also  are  concerned  that  the  renovation  of  the  property 
would  further  strain  limited  public  resources.  In  stead,  they  support  a  deal  proposed  by  the  Executi\  e 
Committee  of  the  SPCA  stating  that,  if  the  property  were  given  to  the  SPCA,  proceeds  from  the  sale 
would  be  shared  with  the  City  which  could  use  those  fiinds  to  support  existing  public  parks. 

Policy  Issues: 

1.  How  would  the  City's  land  use  requirements  impact  acquisition  of  the  property? 

•  Zoning  issue  -  According  to  the  Planning  Department,  Fay  Park  is  located  in  a  RH-1  (Residential  - 
One  House)  District,  and  in  a  40-X  Height  District  (that  is,  height  of  buildings  restricted  to  40  feet). 
If  the  City  accepts  the  bequest  with  the  objective  of  maintaining  its  park  purpose  and  using  it  as  a 
City  park,  the  Board  would  need  to  reclassify  the  site  firom  residential  use  (RH-1  District)  to  public 
use  (P  District). 

•  Impact  to  General  Plan  -  A  report  issued  by  the  Planning  Department  states  that  Fay  Park  is  not 
designated  in  the  General  Plan  as  "Proposed  Open  Space"  in  Map  4  of  the  Recreation  and  Open 
Space  Element  (the  "Citywide  Recreation  Plan").  However,  the  proposed  acquisition  of  the 
property  for  public  open  space  use  would  be  consistent  with  policies  contained  in  the  Element  and 
General  Plan.  If  the  City  accepts  the  bequest  and  acquires  the  property,  the  Board  of  Superv  isors 
and  the  Planning  Commission  would  be  required  by  Charter  to  amend  the  General  Plan  in  order  to 
designate  the  site  as  Public  Open  Space  in  Map  4  of  the  Recreation  and  Open  Space  Element  (the 
"Citywide  Recreation  Plan"). 

2.  What  are  the  implications  of  acquisition  for  the  City? 

•  Compatibility  of  this  acquisition  with  the  City's  Public  Open  Space  Policy  -  The  Recreation 
and  Open  Space  Element  directs  the  City  to  acquire  and  develop  new  public  open  space  in  existing 
residential  neighborhoods,  with  priority  given  to  neighborhoods  that  are  most  deficient  in  open 
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space.  If  the  City  accepts  the  bequest,  the  acquisition  of  the  property  would  create  new  pubhc  open 
space  in  Russian  Hill,  one  of  the  City's  high  density  neighborhoods. 

There  are  currently  three  city  parks  in  the  Russian  Hill  neighborhood  -  the  Russian  Hill  Park,  the 
Michelangelo  Park,  and  Sterling  Park,  which  is  also  known  as  Alice  Marble  Tennis  Courts. 
Acquisition  of  Fay  Park  would  provide  additional  public  open  space  and  a  fourth  park  for  the 
Russian  Hill  neighborhood,  which  is  not  designated  as  a  "High  Need  Area,"  under  the  Recreation 
and  Open  Space  Element. 

The  Planning  Department  believes  Fay  Park  would  be  more  accessible  to  the  public,  unlike  the 
other  three  neighborhood  parks  which,  because  of  the  steep  topography  of  the  area,  are  more 
difficult  to  reach,  and  lack  the  historic  significance  of  Fay  Park. 

•    Potential  Costs  to  the  City  -  Short  term  projections  by  the  Recreation  and  Park  Department 
indicate  that  there  would  be  initial  expenditures  to  bring  the  property  to  City  code,  including 
providing  disabled  access,  and  to  repair  deteriorated  structures.  There  would  also  be  an  ongoing 
commitment  of  resources  for  maintenance  in  order  to  sustain  the  existing  character  of  the  garden. 
The  Department's  preliminary  proposals  include  hiring  an  on-site  caretaker  to  provide  maintenance 
services  and  security  for  the  park,  and  additional  staff  for  general  maintenance  purposes  for  the 
garden,  and  having  park  volunteers  give  tours  and  help  with  the  maintenance  of  the  garden. 

While  the  Park  would  be  given  to  the  City  at  no  cost,  the  acquisition  could  create  new  capital 
improvement  expenditures  for  the  City  as  well  as  ongoing  maintenance  costs.  The  Recreation  and 
Park  Department  states  that  funding  for  these  costs  could  be  requested  in  a  supplemental 
appropriation  from  the  General  Fund.  The  Recreation  and  Park  Department's  preliminary  cost 
estimates  for  Fay  Park  are  as  follows: 


Capital  Improvements:  $1,1 62,767 

Preliminary  Cost  -  grounds  116,767 

Preliminary  Cost-  house  1,046,000 

Annual  grounds  maintenance:  20,000 

Support  Services  (crafts):  5.000 

TOTAL  PRELIMINARY  COSTS  $1.187.767 


Additionally,  Open  Space  Funds  could  also  be  used  to  support  the  cost  of  capital  improvements 
for  the  1999/2000  Fiscal  Year.  While  funding  of  Fay  Park  is  not  part  of  the  next  fiscal  year's 
proposed  Open  Space  Fund  allocation,  the  Recreation  and  Park  Department  points  out  that  a 
supplemental  request  could  be  made  to  the  Open  Space  Advisory  Committee,  which  also  operates 
a  seed  program  which  supports  the  fundraising  efforts  of  community  groups.  Seed  funds  have 
been  used  previously  to  support  the  acquisition  of  Esprit  Park,  and  for  improvements  at  Pioneer 
Park. 

According  to  the  Recreation  and  Park  Department,  the  1997/1998  budget  for  the  Russian  Hill 
neighborhood  parks  is  approximately  $50,000,  and  covers  maintenance  of  the  parks,  except  for 
Sterling  Park,  which  is  owned  by  the  Water  Department.  The  Recreation  and  Park  Department 
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would  identify  both  private  and  public  resources  that  could  be  utilized  for  the  maintenance  needs 
of  Fay  Park. 

The  City  may  also  consider  ways  of  using  resources  that  are  currently  available  to  Hmit  costs, 
such  as  employing  the  same  gardener  to  maintain  all  the  City  parks  located  in  the  Russian  Hill 
neighborhood.  Supporters  of  the  City's  acquisition  of  the  property  have  also  suggested  that  Fay 
Park  could  also  be  supported  through  private  funding  sources,  such  as  donations.  According  to 
the  Recreation  and  Park  Department,  it  is  conceivable  that  Fay  Park  could  be  supported  partially 
through  private  funds  as  has  been  the  case  for  Sterling  Park  and  Pioneer  Park  which  have  been 
partially  supported  through  donations  from  the  community.  According  to  Russian  Hill 
Neighbors,  local  neighborhood  associations  have  raised  approximately  510,000  for  the 
maintenance  of  Sterling  Park,  and  another  $200,000  for  the  landscaping  of  Pioneer  Park. 

3.   What  are  the  City's  long-term  management  and  operation  options? 

•    City  Management  of  the  Park:  The  terms  of  the  bequest  state  that  Fay  Park  should  be  under  the 
supervision  of  the  Recreation  and  Park  Department,  and  restrict  the  City  to  use  the  property  for 
public  park  purposes.  According  to  the  City  Attorney's  Office,  the  City's  options  include  the 
following: 

■  The  City  could  accept  the  gif^,  and  retain  use  of  the  single  family  home  and  garden  for  public 
use. 

■  The  City  could  accept  the  gift,  demolish  the  single  family  home,  and  open  up  the  property  to 
public  use. 

■  The  City  could  decline  to  accept  the  gift. 

■  As  proposed  by  the  SPCA  in  a  letter  to  the  Recreation  and  Parks  Commission,  the  City  could 
disclaim  its  interest  in  the  property  in  exchange  for  a  portion  of  the  SPCA's  proceeds  from  the 
sale  of  the  property. 

The  Recreation  and  Park  Department  currently  manages  over  200  City  parks  and  recreation 
facilities  which  vary  in  size  and  amenities.  The  smallest  parks  occupy  less  than  .08  acres, 
and  the  largest  park.  Golden  Gate  Park,  occupies  1,017  acres.  Fay  Park  occupies 
approximately  .25  acres,  according  to  the  Planning  Department. 

The  Recreation  and  Park  Department  states  that  the  total  budget  for  City  Parks  and 
recreational  facilities  for  the  1997/98  fiscal  year  is  $53.8  million.  Approximately  57  percent 
of  that  budget,  or  $30.3  million,  is  supported  through  Department  revenues,  while  the 
remaining  43  percent,  or  $23.2  million,  is  supported  through  the  General  Fund. 

Because  the  Department  does  not  track  neighborhood  park  budgets,  it  is  difficult  to  estimate 
what  the  total  projected  budget  for  the  operation  and  maintenance  of  Fay  Park  could  be.  The 
Recreation  and  Park  Department's  preliminary  costs  for  annual  grounds  maintenance  and 
support  services  for  Fay  Park  are  estimated  at  $25,000.  The  Department  states  that  it  could 
use  the  $100,000  gift  to  support  these  costs. 


Fay  Park 

Legislative  Analysis 
Page  6 

•  Public/Private  Partnership  -  The  Recreation  and  Park  Department  states  that  the  City  could  seek 
a  lease  agreement  with  a  non-profit  contractor  that  would  maintain  the  house  and 

garden.  The  Department  states  that  the  City  does  have  a  history  of  public/private  partnerships 
which  have  been  formed  to  manage  City-owned  property,  and  cites  the  San  Francisco 
Arboretum  as  an  example.  The  Arboretum  Society  is  in  partnership  with  the  City,  involving 
use  of  City-owned  offices  and  gardens  by  the  group.  In  turn,  this  group  is  responsible  for  the 
maintenance  and  upkeep  of  the  Arboretum. 

Another  example  is  the  Randall  Museum  which  is  under  the  management  of  Randall 
Museum  Friends,  a  non-profit  organization  that  leases  City-owned  offices,  conducts 
fimdraising  for  the  Museum,  gives  classes  to  the  public,  and  provides  partial  funding  for  a 
City  employee  who  works  for  the  Museum  and  the  City.  The  Recreation  and  Park 
Department  states  that  if  the  City  were  to  collaborate  with  a  non-profit  partner,  the 
contractor  would  have  to  comply  with  the  recreational  use  purpose  set  by  City  Charter,  with 
review  by  the  Recreation  and  Park  Commission. 

•  Second  Party  Ownership  -  The  terms  of  the  bequest  state  that  if  the  City  does  not  accept  the 
property  by  July  2,  1998,  the  property  would  be  given  to  a  second  party,  and  names  the  San 
Francisco  Society  for  the  Prevention  of  Cruelty  to  Animals  (SPCA)  as  a  beneficiary.  If  the  City 
disclaims  its  interest  in  the  property,  the  SPCA  would  receive  the  property.  The  SPCA's  Executive 
Committee  proposal,  outlined  in  a  letter  to  the  City,  includes  selling  the  property  and  sharing  half 
the  proceeds  from  the  sale  with  the  City  (see  attached). 

Options: 

1 .  Accept  the  property  and  open  up  the  single  family  home  and  garden  to  public  use.  The  City  could  charge 
admission  fees  and  the  revenue  would  go  into  the  General  Fund,  unless  a  special  fund  were  created  through 
legislative  action.  Imposition  of  fees  would  require  approval  by  the  Board  according  to  Charter 
requirements. 

2.  Accept  the  property.  The  Recreation  and  Park  Department  could  lease  the  property  to  a  non-profit 
organization  that  would  utilize  the  house  and  the  garden  for  public  use,  as  well  as  maintain  the  garden, 
using  the  City's  partnership  with  the  Arboretum  Society  as  a  model. 

3 .  The  Board  could  direct  the  Recreation  and  Park  Department  to  develop  an  expenditure  plan  for  the 
operation  and  maintenance  of  Fay  Park,  and  identify  potential  public  and  private  funding  sources  that 
would  support  the  park.  The  Department  would  further  be  directed  to  work  in  partnership  with 
neighborhood  groups  and  residents  to  determine  ways  of  bringing  the  park  to  public  use,  as  directed  by  the 
terms  of  the  Will,  and  consistent  with  Charter  requirements. 

4.  Do  not  adopt  the  resolution.  The  property  would  then  be  given  to  a  second  party,  the  SPCA.  The  Russian 
Hill  neighborhood  would  continue  to  have  three  neighborhood  parks,  Russian  Hill  Park,  Michelangelo 
Park,  and  Sterling  Park.  The  City  could  negotiate  an  agreement  with  the  SPCA  for  a  cash  payment  or  other 
consideration,  in  return  for  the  City's  disclaimer  of  its  interest  in  the  property.  The  Board  and  Probate 
Court  would  need  to  approve  the  agreement  far  in  advance  of  the  July  2,  1998  deadline.  The  funds  could 
be  used  to  support  the  purposes  of  other  City  parks. 

[Analysis  Prepared  By:  Clarice  Duma,  Legislative  Analyst  (415/  554-7782)] 
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Dear  San  Francisco  Recreation  A  Paries  Commissioners : 

Rc:  Mar\-  Fay  Bcrrigan  Property-  -  Comer  Lca\enwoiih/Chcsinut  Sinxts 

The  Berrigan  propert)-  plus  $100,000  was  left  10  the  City  of  San  Francisco 
for  use  as  a  public  park,  contingent  upon  the  Ci()'  accepting  such  bequest  b>  Jul>  2. 
1998.  If  the  Cjt>'  docs  not  elect  10  accept  the  Berrigan  propen>  as  a  pubbc  park,  the 
will  of  Mrs  Bemgan  speciAes  that  the  property  plus  the  $100  000  bequest  will  go  to 
the  San  Francisco  SPCA 


The  Executive  Committee  of  the  Board  of  D  nrnors  of  the  SF/SPCA  has 
decided  that  if  the  Cit>  elects  to  decline  the  bequest  and  the  Bcrrigan  propert>  goes 
to  the  SF/SPCA,  the  SF/SPCA  will  do  the  follou-ing: 

Record  deed  restrictions  covering  both  lots  of  the  propert>  that 
would  limit  any  building  on  the  propert)-  to  the  height  and  bulk  of  the  present 
buildings  occup>-ing  the  property  including  the  garage  (assuming  the  existence 
of  a  part>'  or  propcrt>  thai  would  benefit  from  these  restnctions); 

Upon  recordation  of  the  deed  restnctions.  use  commercially 
reasonable  efforts  to  market  and  sell  the  property  ,  and  share  equalJv  with  the 
San  Francisco  Recreation  and  Parks  Department  the  net  sales  pnce  of  the 
propen> .  less  reasonable  expenses  associated  «iih  the  maintenance  of  the 
^  properrv  before  sale  and  with  placing  the  restrictive  co\enams  on  the  propcrn 

e  The  SF/SPCA  makes  no  representation  as  to  Taow  much  the  property  is  uonh 

with  or  without  the  restricuxe  coxenanis 

If  the  Cit>  IS  interested  in  this  proposal,  please  haA  C  the  appropnate  part>  call 
mc  to  discuss  it  ftirther  at  (415)  622-2763 


iinccreiv.   

Wtlham  R  Kales 

Chairman  of  the  Board  SF/  SPCA 


CITY  AND  COUNTY  OE^AN 
BOARD  of  SUPERVISORS 


Govt  Information  Ctr 

41  Main  Library-Civic  Center 

100  Larkin  Street 

Mailslot 
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Finance  May  27, 1998 

98-0665  Non-profit  Organizations:  Contract  Monitoring  Procedures 
98-0666  Non-profit  Organizations:  Access  to  Records  and  Meetings 
Supervisor  Ammiano 


Requested  Action: 

The  proposed  resolution  (File  98-665)  would  require  all  city  agencies  or  departments  that  contract  for  non-profit 
services  to  present  to  the  Board  of  Supervisors  within  180  days  a  report  which:  outlines  monitoring  procedures 
and  both  qualitative  and  quantitative  performance  evaluations;  describes  whether  monitoring  is  conducted 
internally  or  externally;  project  the  cost  of  utilizing  external  monitors;  recommendations  on  means  to  improve 
monitoring  procedures  and  potential  costs  and  savings. 

The  proposed  ordinance  (File  98-666)  would  amend  the  San  Francisco  Administrative  Code  to  establish 
requirements  on  the  non-profit  organizations  that  contract  with  the  City  for  services.  The  ordinance  w  ould 
require  the  board  of  directors  of  a  non-profit  organization  to  hold  two  public  meetings  annually  at  which  the 
pubhc  can  address  their  views  on  membership  of  that  board  and  propose  candidates  for  board  membership.  The 
ordinance  includes  provisions  that  certain  records  including  various  financial  documents  be  made  a\  ailable  to 
any  member  of  the  public  that  requests  such  information  and  specifies  that  the  City  will  reimburse  non-profit 
organizations  for  expenses.  The  ordinance  requires  the  Sunshine  Task  Force  to  review  complaints  and  resolve 
disputes  between  members  of  the  public,  contractors  and  departments  resulting  from  non-compliance  w  ith  the 
provisions  of  the  ordinance.  Additional  provisions  are  added  to  the  Sunshine  laws  regarding  the  purpose  and 
responsibilities  of  the  Task  Force. 


Current  Law: 

The  San  Francisco  Administrative  Code  Section  10.1  requires  non-profit  contractors  to  provide  specific 
financial  and  program  information  by  filing  an  "annual  economic  statement"  with  the  Clerk  of  the  Board. 
Information  that  is  provided  under  contract  to  a  City  department  is  a  public  record  and  therefore  falls  under  the 
California  Pubhc  Records  Act  and  the  San  Francisco  Administrative  Code  (Sec.  67.20).  The  Sunshine 
Ordinance  includes  a  provision  for  The  Sunshine  Task  Force  to  be  an  advisory  body  that  provides  information 
on  implementation  and  amendments  to  the  laws  regulating  public  meetings  of  the  Board  of  Supervisors  and 
certain  local  policy  bodies  and  disclosure  of  records  produced  by  the  City. 

Federal  and  State  laws  require  non-profit  organizations  to  file  certain  financial  and  program  information  with 
the  Internal  Revenue  Service  annually  and  to  make  those  filings  accessible  to  the  public. 
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Background: 


The  genesis  of  the  proposal  developed  out  of  a  forum  on  AIDS  services  held  by  the  AIDS  advocacy  group  Act 
Up/Golden  Gate  last  October.  Act  Up  members  state  that  they  had  received  complaints  from  clients  of  AIDS 
services  providers  regarding  loss  of  services,  inconsiderate  treatment,  loss  of  privileges,  denial  of  benefits  due  1 
income  limitations  and  lack  of  grievance  procedures  through  which  to  address  these  problems.  Concern  about 
executive  and  staff  salaries  for  AIDS  service  organizations  also  prompted  the  group  to  establish  the 
Accountability  Project  to  monitor  this  information  and  raise  questions  about  how  fundraising  revenues  were 
being  utilized.  Local  advocates  were  hoping  to  apply  the  sunshine  laws  of  the  City  to  non-profit  organizations 
to  provide  "horizontal  accountability",  meaning  clients  and  the  public  could  directly  influence  Board  of 
Directors'  decisions  regarding  operations  and  compensation  of  staff 

In  an  effort  to  resolve  some  of  the  concerns  about  non-profit  organizations.  Supervisor  Ammiano  convened  a 
task  force  comprised  of  advocates,  non-profit  representatives  and  members  of  the  Sunshine  Task  Force  to 
develop  recommendations  for  the  Finance  Committee  on  non-profit  "sunshine"  requirements  that  would  ensun 
that  non-profit  organizations  were  accountable  to  the  public  and  clients  they  serve.  Those  recommendations  an 
attached  to  this  report  and  are  included  in  the  proposed  ordinance  and  resolution.  The  existing  requirements  o 
the  City's  Sunshine  Ordinance  do  not  apply  to  non-profit  organizations  but  this  ordinance  creates  a  new  set  of 
regulations  specifying  requirements  for  and  enforcement  of  open  meetings  and  disclosure  of  documents. 

As  proposed,  this  ordinance  would  apply  to  all  non-profit  organizations  that  contract  with  the  City.  Based  on 
information  from  the  Controller's  Office,  there  were  527  non-profit  organizations  with  contract  amounts 
ranging  from  $1,000  to  $8,000,000  annually  (see  attached).  These  non-profit  organizations  contract  with  the 
following  City  Departments:  Arts  Commission,  Grants  for  the  Arts,  Commission  on  Aging,  Commission  on  th 
Status  of  Women;  District  Attorney,  Dep?.^1ment  of  Human  Services,  Dept.  Public  Health,  Mayor's  criminal 
Justice  Council,  Office  of  Community  Development  and  Office  of  Children  Youth  and  their  families,  the  Polic( 
Department  and  Sheriff 

Policy  Issues 

1 .  What  is  the  impact  of  regulations  on  non-profit  organizations? 

2.  Should  the  regulations  apply  to  all  organizations? 

3.  What  is  the  best  method  of  enforcing  these  provisions. 

4.  What  are  the  costs  and  who  should  bear  them. 

WHAT  IS  THE  IMPACT  OF  REGULATIONS  ON  NON-PROFIT  ORGANZIATIONS 
Financial  Disclosure 

Requiring  non-  profit  organizations  to  disclose  certain  financial  information  is  not  inconsistent  with  the  City's 
existing  policy  which  requires  annual  filing  of  certain  financial  documents  and  organizational  information.  Th( 
existing  requirements  include  information  on  membership  of  the  Board  of  Directors,  total  expenditures,  budge 
and  source  of  revenues  as  well  as  expenditure  by  program.  Generally  expenditures  of  taxpayer  dollars  are 
considered  public  information.     The  proposed  ordinance  would  require  additionally  that  State  and  Federal  ta 
returns  and  financial  audits  and  periormance  evaluations  for  contracted  services  be  made  available  for  public 
inspection  and  copying.  Other  financial  information  could  be  requested  by  the  Sunshine  Task  Force.  The 
criteria  by  which  the  task  force  would  make  decisions  about  what  information  should  be  disclosed  is  broad  in 
scope  and  includes  the  same  criteria  as  the  Brown  Act  and  California  Public  Records  Act.  This  is  discussed 
under  the  section  of  this  report  addressing  the  change  in  the  task  forces  responsibilifies. 
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One  of  the  issues  raised  by  the  advocacy  groups  is  whether  money  is  being  spent  properly  by  non-profit 
organizations.  Some  of  the  information  that  advocates  are  seeking  from  the  financial  documents  arc  salai  ics  for 
positions,  number  of  employees  as  well  as  audits  indicating  how  funds  were  accounted  for.  Much  of  this 
financial  information  including  executive  compensation,  is  contained  in  federal  income  tax  filings  (Form  990), 
which  are  required  by  Federal  law  to  be  disclosed  by  a  non-profit  organization.  Audits  conducted  by  and  for  a 
City  agency  are  public  record  and  become  available  under  the  Sunshine  Ordinance  and  the  Public  Records  Act. 
this  information  is  abeady  provided  and  on  file  with  the  Cry  departments  that  manage  the  contracts  and  could 
currently  be  secured  through  those  department's  contracting  units.  Enforcement  of  federal  and  state  tax 
disclosure  laws,  is  under  the  jurisdiction  of  the  State  Attorney  General's  Office. 

Several  non-profits  have  provided  testimony  to  the  Finance  Committee.  Some  oppose  the  requircmeni  to 
provide  documents  due  to  the  cost  of  duplication  and  staff  time.  Others,  including  members  of  the  task  force 
that  developed  the  ordinance,  thought  that  non-profits  could  work  with  what  is  presented  in  the  ordinance. 

iur«     Open  Meetings  and  public  participation:  Impacts  on  Boards  of  Directors 

Open  meeting  requirements  are  proposed  so  that  members  of  the  public  and  clients  can  express  their  viewpoints 
to  the  non-profit  board  of  directors,  make  comments  about  the  organization  and  to  suggest  candidates  for 
membership  on  the  board  of  directors.  The  legislative  intent  of  addressing  board  membership  is  to  ensure  that 
the  non-profits  attempt  to  reflect  the  communities  and  clients  they  serve  and  can  hear  from  them  directly. 
While  some  non-profit  contractors  are  considered  to  be  community  based  organizations  others  a'-e  regional, 
serving  areas  outside  of  San  Francisco.  While  many  non-profit  boards  make  efforts  and  are  required  by  fundcrs 
to  have  a  diverse  board,  many  do  select  their  own  members  and  draw  ft-om  a  limited  pool  of  candidates. 

It  is  not  unusual  for  non-profits  to  include  on  their  boards  persons  that  are  familiar  with  the  ser\  ice  or  purpose 
of  the  organization.  Boards  of  Directors  are  volunteers  and  may  not  be  willing  to  serve  if  they  believe  ihc\  uill 
be  subject  to  public  and  media  criticism  as  a  result  of  discussion  at  public  meetings.  A  pro\  ision  for  open 
meetings  could  result  in  the  open  meetings  being  ineffective  or  create  obstacles  to  organizations  ability  to 
attract  qualified  members. 

As  an  important  fiindraising  arm  of  the  non-profit  organization,  some  boards  focus  on  recruiting  persons  that 
have  fundraising  skills  and  bring  personal  financing  to  maintain  the  organization  financialK-.  Boards  that 
understand  client  needs  and  yet  emphasize  fundraising  and  financing  ability  of  its  membership  helps  to 
stabilize  the  organization  so  that  it  can  continue  to  provide  services.  Stabilization  and  organizational  capacity 
to  provide  certain  services,  are  also  part  of  non-profit  organization'  accountability  to  their  clients  and  the 
pubhc. 

Noticing  public  meetings  is  proposed  to  be  done  30  days  in  advance  of  a  meeting.  The  legislation  only  requires 
the  notice  to  be  posted  by  the  Clerk  of  the  Board  of  Supervisors  and  the  Library  Information  Center.  It  is  not 
clear  whether  posting  these  notices  at  City  Hall,  instead  of  at  the  non-profit  organization  site  is  beneficial  to 
clients. 
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SHOULD  THE  REGULATIONS  APPLY  TO  ALL  ORGANIZATIONS? 


The  proposed  ordinance  exempts  certain  types  of  non-profit  organizations  from  compliance  with  these 
requirements.  These  are  service  providers  of  abortion  services,  domestic  violence  shelters  and  suicide 
prevention  counseling  services.  Since  there  has  been  a  history  of  safety  concerns  for  such  facilities,  the  intent 
is  to  protect  these  organizations  and  their  clients  from  harassment  or  violence.  Another  concern  that  has  been 
raised  by  non-profits,  is  whether  access  to  board  of  directors  meetings  will  create  conflict  for  other  types  of 
service  providers  such  as  mental  health  facilities  that  are  located  in  certain  neighborhoods.  Will  misuse  of 
information  or  access  to  board  members  create  confrontations  and  backlash  against  such  organizations.  The 
Sunshine  Task  Force  is  given  authorization  in  the  ordinance  to  determine  exemption  for  other  non-profits. 
However  as  discussed  in  the  next  section,  is  the  task  force  membership  knowledgeable  in  this  area.? 

Should  exemptions  apply  to  an  organization  that  receives  only  a  minor  percentage  of  income  from  the  City?  In 
addition  to  exemptions  for  certain  types  of  organizations.  In  order  to  have  better  success  at  implementation  of 
the  ordinance,  the  legislation  could  apply  only  to  large  confracts  instead  of  all  527  non-profit  contractors.  There 
may  be  more  of  a  public  purpose  for  the  requirements  on  non-profits  that  provide  certain  health  and  welfare 
services  provided  exclusively  by  non-profits.  The  legislation  could  be  limited  to  service  providers  that  provide 
basic  safety  net  and  life  dependent  services  such  as  healthcare,  housing  and  food  programs.  Although  the  task 
force  considered  creating  additional  exemptions,  they  did  not  recommend  this  due  to  concerns  about  creating  an 
uneven  playing  field  among  non-profits. 

WHAT  IS  THE  BEST  METHOD  FOR  ENFORCEMENT  OF  THESE  PROVISIONS? 

The  legislation  identifies  the  Sunshine  Task  Force  as  the  lead  enforcement  agency  for  the  provisions  of  the 
ordinance.  Adoption  of  the  legislation  would  result  in  new  duties  and  responsibilities  for  the  Sunshine  Task 
Force. 

New  Role  and  Responsibilities  of  the  Sunshine  Task  force: 

1 .  Making  determinations  on  a  case  by  case  basis,  whether  an  organization's  compliance  with  the  two  public 
meetings  requirement  would  impose  a  burden  that  outweighs  the  benefits  of  compliance. 

2.  Making  recommendations  as  to  whether  a  portion  of  a  designated  public  meeting  of  a  non  profit  needs  to  be 
closed  to  the  public,  when  requested  to  do  so  by  the  non-profit  organization. 

3.  Receiving  complaints  from  the  public  regarding  non-compliance  with  the  requirements  in  the  ordinance  for 
financial  disclosure  of  information. 

4.  Receiving  requests  for  additional  financial  information  not  listed  in  the  ordinance. 

5.  Attempting  to  resolve  disputes  between  the  member  of  the  public,  the  non-profit  organization  and  the 
contracting  City  department. 

6.  Making  non-binding  recommendations  for  disputes  not  voluntarily  resolved. 

The  Sunshine  Task  Force  was  established  by  the  Sunshine  Ordinance,  to  advise  the  Board  of  Supervisors  and 
provide  information  to  City  departments  on  ways  to  implement  the  Sunshine  Ordinance,  which  applies  only  to 
public  policy  bodies.  The  membership  of  the  Task  Force  includes  eleven  individuals  including  a  journalist  and 
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an  attorney  recommended  by  the  Society  of  Professional  Journalists,  other  media  representation,  persons  u  iih 
interest  in  citizen  access  and  participation  in  local  government,  consumer  advocacy  and  at  least  one  person 
with  a  disability.    Administration  of  the  requirements  of  the  Sunshine  Ordinance  are  provided  by  the  Mayor's 
designee  v^hich  is  the  Office  of  Administrative  Services. 

As  proposed,  this  legislation  would  create  new  task  force  responsibilities  as  listed  above.  Some  of  the 
responsibilities  are  beyond  the  scope  of  their  current  advisory  role.  The  criteria  for  representation  on  the  task 
force  does  not  include  persons  with  background  in  non-profit  organizations,  dispute  resolution  or  in  tinancial 
analysis  which  would  be  new  areas  of  responsibility.  The  task  force  members  will  be  asked  to  make 
determinations  regarding  which  types  of  financial  information  should  be  released.  They  will  need  to  dctcrmme 
when  an  organization  may  face  a  "burden"  by  holding  a  public  meeting.  The  task  force  will  also  be  mediating 
disputes  between  City  departments,  their  contractors  and  the  public.  In  order  to  accommodate  these  new 
functions  the  composition  of  the  task  force  may  need  to  be  changed  to  either  add  additional  members  or  to 
establish  additional  qualifications  for  appointees. 

The  new  responsibilities  would  need  to  be  administered  by  a  department  or  by  designating  staff  to  the  task 
force.  Presently  the  task  force  does  not  have  a  budget  and  utilizes  a  staff  person  with  other  responsibilities  in 
the  Office  of  Administrative  Services.  It  is  difficult  to  project  how  much  additional  staff  time  and  funding 
would  be  needed  to  carry  out  the  requirements  of  this  ordinance.   It  is  possibly  that  with  the  limited  allocation 
j   of  staff  time  and  lack  of  budget  for  the  task  force,  the  task  force's  ability  to  address  requests  for  information 
and  other  complaints  will  be  delayed.  Third  party  oversight  by  a  task  force  provides  distance  between  the 
contractor  and  City  department  administering  the  contract. 

Oversight  by  a  City  Agency 

An  ahemative  consideration  for  enforcement  would  be  to  require  the  City  agency  that  contracts  \\  ith  the  non- 
profit to  be  accountable  for  the  requirements  of  this  ordinance.  This  might  make  sense  for  several  reasons: 

•  They  have  staff  that  monitor  contracts  and  may  be  more  readily  available. 

•  They  are  knowledgeable  about  the  contractor's  service. 

•  Agency  and  departments  have  ultimate  fiscal  control  of  the  contract  they  are  monitoring  and  in  a  better 
position  to  mediate  a  dispute  between  the  contractor  and  a  client. 

The  City  would  need  to  standardize  grievance  procedures  in  order  for  this  type  of  enforcement  to  work.  If 
maintaining  a  centralized  "intake"  for  complaints  was  necessary,  the  Task  Force  could  be  designated  to  recei\  e 
I   complaints  but  only  be  responsible  for  forwarding  them  to  the  appropriate  department. 

I   Department  Contract  Monitoring 

Contract  compliance  is  part  of  the  contract  monitoring  process.  All  departments  that  contract  for  ser\  ices  or 
'  provide  grants  require  non-profit  agencies  to  provide  financial  information  to  ensure  that  they  are  accountable 
for  the  funding  they  receive  to  provide  services  and  programs.  The  City  does  not  have  standardized  contracts 
or  monitoring  procedures.  This  is  partly  due  to  the  source  of  funding  for  the  program.  Federal  and  State  funded 
contracts  often  have  specific  requirements  that  departments  have  to  follow.   Some  serv  ices,  particularly 
i  Federally  funded  ones,  are  required  to  have  independent  audits.    The  Department  of  Public  Health  (DPH  ) 
which  manages  a  large  portion  of  the  contract  dollars,  has  a  contract  unit  that  monitors  contractors.  Contractors 
are  required  to  provide  outside  financial  audits  and  the  department  will  do  a  site  visits  to  review  pavToll  reports 
I  and  other  financial  reports.  Program  Managers  at  DPH  are  responsible  for  program  compliance  and 
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performance.  The  department  is  just  in  the  process  of  issuing  new  minimum  standards  for  a  grievance  process 
for  non-profit  contractors.  The  standards  include  the  steps  to  take  to  deal  with  a  grievance  and  adds  a 
requirement  that  DPH  be  notified  of  any  termination  of  services  to  a  client. 

Following  the  receipt  of  the  reports  requested  by  the  proposed  resolution,  the  Board  of  Supervisors  may  want  to 
request  the  Mayor  to  convene  a  working  group  of  departments  to  develop  minimum  standards  for  contract 
monitoring,  reporting,  and  for  grievance  procedures  between  a  client  and  non-profit  organization. 


WHAT  ARE  THE  COSTS  AND  WHO  SHOULD  BEAR  THEM? 

The  City's  Sunshine  Ordinance  allows  a  department  to  charge  up  to  ten  cents  per  page  for  records  requested  for 
duplication.  However  no  fee  can  be  charged  for  review  of  public  records.  Charges  for  duplication  are 
consistent  with  provisions  in  the  California  Public  Records  Act. 

The  proposed  ordinance  has  two  provisions  that  address  how  non-profit  organizations  can  be  reimbursed  for 
costs  of  compliance  with  the  new  regulations.  However  these  provisions  conflict  and  could  result  in  "double 
dipping"  by  a  non-profit  organization.  Section  12k.  1  entitles  the  non  profit  organization  to  reimbursement 
from  unexpended  ftinds  in  the  contract  at  the  end  of  the  year  for  expenses.  Whereas  Section  12k.54.  allows  a 
non-profit  to  recover  costs  of  duplication  and  mailing  from  the  member  of  the  public  requesting  such 
information.  These  conflicting  sections  could  result  in  the  City  being  charged  for  costs  that  have  already  been 
recovered  from  the  individual. 

Requiring  individuals  to  pay  for  the  cost  of  duplication  would  help  reduce  frivolous  and  malicious  efforts  to 
harass  non-profit  organizations  through  expensive  records  requests.  However  clients  that  desire  copies  of  an 
organization's  records  may  have  a  hardship  paying  for  duplication  costs.  If  the  City  is  responsible  for 
expenses  required  to  comply  with  the  ordinance,  such  costs  and  expenses  should  be  more  clearly  defined  in 
Section  12k.  1 .  For  instance  if  a  non-profit  consulted  an  attorney  when  certain  records  were  requested  would 
such  expenses  be  reimbursable  under  this  section?  Some  non-profits  will  not  be  able  to  recoup  expenses  from 
the  City  under  existing  contracts  that  have  limitations  on  overhead,  such  as  Federal  Ryan  White  Care  Funds 
which  cap  administrative  costs  at  9%  of  the  contract. 


OPTIONS  AND  RECOMMENDATIONS 

1 .  Adopt  the  Ordinance  as  proposed.  If  the  Committee  chooses  to  adopt  the  ordinance,  it  is  recommended  that 
the  Committee  consider  the  two  items  under  cost  and  reimbursement  options  below. 

Cost  and  Reimbursement  Options 

1 .  Amend  the  conflicting  sections  regarding  the  costs  for  complying  with  the  ordinance  to  avoid  "double 
dipping"  by  contractors.  This  could  either  be  made  consistent  with  sunshine  ordinance  provisions  for  public 
records  costs  or  the  City  could  be  solely  responsible  for  reimbursement.  If  latter  is  preferred,  the  expenses 
that  are  eligible  for  reimbursement  should  be  identified. 

2.  Review  budgetary  requirements  for  the  Sunshine  Task  Force  to  enforce  these  new  provisions. 
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Enforcement  Options 


I 


1.  Amend  to  authorize  City  departments  to  be  responsible  and  accountable  for  enforcement  of  the  open 
meeting,  financial  disclosure  and  dispute  resolution  requirements. 

2.  Amend  the  composition  and  qualifications  of  the  Sunshine  Task  Force  if  they  will  be  responsible  for 
enforcing  the  ordinance  and  look  at  staffing  requirements  for  the  Task  Force. 

3.  Amend  noticing  requirements  to  include  placement  of  notice  at  non-profit  service  area 
Exemption  Options 

1.  Amend  the  ordinance  to  establish  a  floor  either  a  certain  dollar  amount  such  as  $500,000  annually  or  a 
percentage  of  the  contract  dollars  to  the  organizations  total  budget.  This  will  have  the  effect  of  creating  an 
uneven  playing  field  for  non-profits  but  focuses  efforts  on  the  largest  portion  of  tax  dollars. 

Amend  the  ordinance  to  limit  the  non-profits  organizations  required  to  comply  with  the  ordinance,  to  those 
providing  services  for  general  welfare  needs  such  as  food  program,  health  services  and  housing.  This  \mI1 
create  an  uneven  playing  field  in  regard  to  City  regulations,  among  non-profit  organizations. 


Analysis  prepared  by:  Gail  Feldman 
(415)  554-7788 
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Member 
Board  of  Supervisors 
City  and  CountY  of  San  Francisco 


TOM  AMMIANO 


Public  and  Task  Force  recommendations  to  be  addressed  at  the  Finance  Committee. 


PFmMMENDATIQNS 
I.  GOBOl 

1.  The  city  should  staodanUze  its  own  contract  monitohng  procedures. 

2.  As  part  of  die  city's  oversight  process,  the  dty  should  fiiod  external 
petfomiance  evaluations  that  are  both  qualitative  and  qusntativc  for  non-profits 
having  city  contracts. 

3.  The  dty  should  create  guidelines  for  exemptions  for  certain  categories  of  non- 
profits such  as,  but  not  limited  to,  battered  spouse  shelters,  abortion  clinics,  etc. 

4.  The  dty  should  create  guiddines  for  exempdon  for  certain  types  of  information 
from  disclosure,  including  but  not  limited  to,  litigation,  personnel,  real  estate 
and  sensitive  donor  information. 

n.       PwbliC  Accesa  to  Board  mud  Reiards 

1.  Non-profits  should  be  required  to  create  a  package  of  pertinent,  readable 
financial  inftmnatioa  including  990*$  audits,  budgets,  etc.  This  inibnnation 
should  be  readily  available  and  accessible  to  the  public. 

2.  The  Sunshine  Task  Force  should  process  requests,  submitted  in  writing,  for 
information  beyond  that  contained  in  the  finandal  package  described  above. 
The  Sunshine  Task  Force  should  then  provide  mediation  services  betweeo  the 
noa-{ffofit  and  the  petitioner. 

m.       mik  AffttI  to  Me«d.^ 

1.        Dunng  the  course  of  one  year,  all  non-profits  recdving  public  funds  should 
bold  two  or  more  meetings  of  their  Board  of  Directors  that  deal  with 
substantial  matters,  are  noticed  30  days  in  advance,  and  allow  ample  time  fbr 
pubhc  comment. 


2.        Notification  of  such  meetings  should  be  reasonable,  meaning  cost  neutral  to 
the  agency,  but  readily  and  easily  accessible  to  the  pubhc 
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IV.       City  Appointed  n^n^^f^tivetJ  Ob«ervgr< 

1 .  The  commuiuty  saved  by  an  agency  should  be  represented  on  that  agcnc/s 
board. 

A.  At  least  one  consumer  of  the  type  of  service  oflfcrcrf' should  be  a 
member  of  the  agency's  board. 

B.  Each  agency  should  actively  seek  a  pool  of  consumer/community 
candidate  for  board  positioas  by: 

a.  )  noticing  board  vacancies  in  ^ipropriate  ways  that  are 
readily  accessible  to  the  effected  community. 

b.  )  providing  for  self  nomination  at  one  of  the  open  board 
meetings. 

c.  )  pmviding  for  input  from  public  on  board  membership 
needs. 

2.  In  the  event  that  certain  levels  of  non  compliance  with  any  or  all  of  the 
provisions  herein  recommended  are  reached,  tihe  city  should  q>point  a  non- 
voting observer  to  the  board  of  the  non-confonning  organization.  That 
observer  wiU  not  participate  in  executive  sessions.  The  city  should  establish 
the  appTopciate  guidehnes.  This  should  be  viewed  as  an  intermediate  step  in 
the  process  that  can  culminate  in  contract  termination. 
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CI  {  AND  COUNTY  OF>AN  FRANCISCO 
BOUD  of  SUPERVISORS 


OFFICE  OF  THEJ^EGISLATIVE  ANALYST 


Gail  Feldman,  Chief  Legislative  Analyst 


LEGISLATIVE  ANALYSIS 


DOCUMENTS  DEPT. 

JUM  0  3  1998 


ji  nittee  Hearing:  Economic  Development,  Transportation  and  Technology 
e  vfumber:  98-0861  -  Power  Plants  Financial  Partner 

1  n:  Public  Utilities  Commission 


Pro  osed  Legislative  Action 

Z  :   neasure  would  authorize  the  City  to  enter  into  an  Energy  Services  Agreement  and  Financial  Guaranty 
.   T  ment  with  the  joint  venture  of  CMS  Generating  Company  and  Wellhead  Electric  Company 

V  /Wellhead)  for  the  possible  purchase  of  the  Hunters  Point  and  Potrero  power  plants  currently  owned  and 
opei  ed  by  the  Pacific  Gas  and  Electric  Company  (PG&E). 


In  A  il  of  this  year,  the  Board  of  Supervisors  approved  resolution  #21 1-98  urging  the  San  Francisco  Public 
;  l  i  ?s  Commission  (PUC)  to  investigate  the  possible  purchase  of  the  above  referenced  power  plants  by  the 

T  r  vestigation  conducted  by  the  PUC  pursuant  to  the  Board's  direction  found  the  following: 

2    F  &E  is  selling  the  two  power  plants.  PG&E  has  established  a  deadline  June  8,  1998  for  the  receipt  of 
11  ial  non-binding  bids  for  the  power  plants. 

•  A  ecure  source  of  funding  for  the  purchase  of  the  power  plants  is  a  pre-condition  for  the  City  to  be  m  the 
0  ition  to  make  such  a  purchase  if  it  so  desires. 

•  .1  le  City  does  not  purchase  the  power  plants,  they       re  s:'.;     a  rri-.  ate  energy  company.  Based  on 

ii  ;ussions  with  potential  bidders,  the  PUC  expe;:;       i:.y  r,:.;t     ■  ate  owner  will  faj  operate  the  plants 
at  laximum  levels  allowable  under  air  cua/.r/  : :      \  :  e— ' :  /. i:  z  /::^e  incentive  to  replace  the  plants 
w  1  less  polluting  and  more  efficient  ecu:;::-' e:.:  ..::::;  :- 1;  '  i"  t  .-eiuiri  a  return  on  their  investment;  and 
'C  lot  be  as  responsive  to  the  Cit>''s  and  5  „:-r:  _:- 1::- Z  ::r_'' ..:'::;  :  ::':e:es:  as  the  City  would  be  if  it  ov/ned 
h  Dlants. 

T  r  p  C  has  identified  CMS  Wellhead  as  a  purchaising  partner  that  is  ^^illing  to  pro\  ide  the  financial  guaranti es 
rec  11  1  by  PG&E  prior  to  the  sale  of  the  power  planis  zo  ±z  Cirr.  CMS  Wellhead  is  willing  to  assume  all 
firic;  ic  1,  marketing  and  operating  risk  associated  uiih  ifae  plants.  CMS  "Wellhead  is  also  willing  to  assume  all 
respor  bility,  financial  or  otherw  ise,  for  coadacdag  studies  and  fimlier  aiviromnental  review  to  determine  the 
future  isposition  of  the  power  plants  (see  policy  issue  bdo«'  for  greater  detail). 


Bad  ground: 
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The  intent  of  this  resolution  is  approve  agreements  allowing  the  City  to  enter  into  a  financial  partnership  which 
will  satisfy  the  pre-condition  outlined  in  the  second  bullet  above.  By  taking  this  action,  the  City  can  continue 
negotiations  with  PG&E  and  remain  a  potential  purchaser  of  the  power  plants  if  the  Board  later  dclcmiincs  that 
the  City  should  make  such  a  purchase.  The  agreement  does  not  oblij^aic  ilic  (  ii>  to  purchase  the  power  plants. 
In  fact,  a  Cahfomia  Environmental  Quality  Act  (CEQA)  review  must  be  completed  before  the  City  could  enter 
into  a  binding  purchase  agreement. 

The  agreements  this  resolution  asks  the  Board  to  ratify  specify  numerous  terms,  conditions,  duties  and 
responsibilities  of  both  the  City  and  CMS/Wellhead  pertaining  to  the  possible  purchase  of  the  power  plants. 
Some  of  these  provisions  include  the  following: 

•  providing  for  the  collection  of  hquidated  damages  by  the  City  in  the  event  of  C.MS  Wellhead  withdrau  al. 

•  requiring  CMS/Wellhead  to  pay  for  studies  and  environmental  re\  icw , 

•  requiring  CMS/Wellhead  to  pay  all  cost  associated  with  the  establishment  and  administration  of  a 
"Community  Energy  Advisory  Committee", 

•  obligating  CMS/Wellhead  to  provide  for  all  direct  and  associated  cost  connected  to  the  purchase  and 
operation  of  the  power  plants, 

•  indemnifying  the  City  from  all  environmental  liabilities. 

An  appendix  to  this  agreement  establishes  a  benefit  sharing  structure  for  any  revenues  generated  b\-  the  pow  er 
plants  as  follows: 

•  Until  CMS/Wellhead  recovers  its  investment,  the  City  shall  receive  10"  o  of  annual  net  revenues.  Houex  er, 
the  City  is  guaranteed  a  minimum  annual  payment  of  SI  million  per  year  regardless  of  net  re\  cnue. 

•  After  CMS/Wellhead  has  recovered  its  investment,  the  City  and  CMS/Wellhead  will  be  deemed  equal 
partners  with  each  entity  receiving  50%  of  all  revenues. 


Policy  Issues: 

RELIEF  OF  LIABILITY.  The  following  provisions  contained  in  the  Energy  Serv  ices  Agreement  (ES.A) 
provide  the  City  with  extensive  relief  from  liability  in  a  number  of  areas  including  the  following: 

Financing  of  the  purchase.  Provisions  contained  on  page  5  of  the  ESA  establish  CMS  Wellhead's  obligations  to 
"provide. .  .funds  as  may  be  necessary  to  pay  for  any  negotiated  costs,  deposits,  other  payments,  and  the  full 
purchase  price  of  the  Power  Plants." 

Environmental  liability.  The  "Environmental  Indemnity  Agreement  and  Assignment  of  Responsibilities" 
provisions  of  the  ESA  (see  page  6)  specify  that  CMS/Wellhead  agrees  to  enter  into  an  Environmental  Indemnity- 
Agreement  "which  will  provide  that  CMS/Wellhead  will  indemnifv'.  release  and  hold  the  City  harmless  for  all 
environmental  liabilities,  including,  but  not  limited  to,  CERCLA  liabilities,  associated  with  the  purchase, 
ownership,  operation,  decommissioning  of  the  plants  and  redevelopment  of  the  sites,  regardless  of  the  source  of 
such  liabilities." 
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BOARD  of  SUPERVISORS 


OFFIC  KOFTHKI,K(;iSI  \  W 

(.ail  Fclclinan.  (  hier  l  iuislatisi.  \iial\si 


LEGISLATIVE  ANALYSIS 


Committee  Hearing:  Economic  Development,  Transportation  and  Technology 
File  Number:  98-0861  -  Power  Plants  Financial  Partner 

Origin:  Public  Utilities  Commission 


DOCUMENTS  DEPT. 

JUN  0  3  1998 


Proposed  Legislative  Action 

This  measure  would  authorize  the  City  to  enter  into  an  Energy  Services  Agreement  and  Financial  Guarani\ 
Agreement  with  the  joint  venture  of  CMS  Generating  Company  and  Wellhead  Electric  Company 
(CMS/Wellhead)  for  the  possible  purchase  of  the  Hunters  Point  and  Potrero  power  plants  currently  ou  ncd  and 
operated  by  the  Pacific  Gas  and  Electric  Company  (PG&E). 

Background: 

In  April  of  this  year,  the  Board  of  Supervisors  approved  resolution  #2 11 -98  urging  the  San  Francisco  Public 
Utilities  Commission  (PUC)  to  investigate  the  possible  purchase  of  the  above  referenced  pow  cr  plants  b\-  the 
City. 

The  investigation  conducted  by  the  PUC  pursuant  to  the  Board's  direction  found  the  following: 

•  PG&E  is  selling  the  two  power  plants.  PG&E  has  established  a  deadline  June  8,  1 998  for  the  receipt  of 
initial  non-binding  bids  for  the  power  plants. 

•  A  secure  source  of  funding  for  the  purchase  of  the  power  plants  is  a  pre-condition  for  the  City  to  be  in  the 
position  to  make  such  a  purchase  if  it  so  desires. 

•  If  the  City  does  not  purchase  the  power  plants,  they  will  be  sold  to  a  private  energy  company.  Based  on 
discussions  with  potential  bidders,  the  PUC  expects  that  any  future  private  owner  will  (a)  operate  the  plants 
at  maximum  levels  allowable  under  air  quality  control  permits;  (b)  have  little  incentive  to  replace  the  plants 
with  less  polluting  and  more  efficient  equipment  until  they  have  realized  a  return  on  their  investment;  and 
(c)  not  be  as  responsive  to  the  City's  and  surrounding  Community's  interest  as  the  City  would  be  if  it  owned 
the  plants. 

The  PUC  has  identified  CMS/Wellhead  as  a  purchasing  partner  that  is  willing  to  pro\  ide  the  financial  guaranties 
required  by  PG&E  prior  to  the  sale  of  the  power  plants  to  the  City.  CMS  Wellhead  is  willing  to  assume  all 
financial,  marketing  and  operating  risk  associated  with  the  plants.  CMS'Wellhead  is  also  willing  to  assume  all 
responsibility,  financial  or  otherwise,  for  conducting  studies  and  further  environmental  review  to  determine  the 
future  disposidon  of  the  power  plants  (see  policy  issue  below  for  greater  detail). 
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The  intent  of  this  resolution  is  approve  agreements  allowing  the  Chy  to  enter  into  a  financial  partnership  which 
will  satisfy  the  pre-condition  outlined  in  the  second  bullet  above.  B\  laknii!  tins  action,  the  City  can  continue 
negotiations  with  PG&E  and  remain  a  potential  purchaser  of  the  power  plants  if  the  Board  later  dctcnmincs  that 
the  City  should  make  such  a  purchase.  The  agreement  does  not  obligate  the  to  piircha'^e  the  power  plants. 
In  fact,  a  Cahfomia  Environmental  Quality  Act  (CEQA)  review  must  be  completed  before  the  City  could  enter 
into  a  binding  purchase  agreement. 

The  agreements  this  resolution  asks  the  Board  to  ratify  specify  numerous  terms,  conditions,  duties  and 
responsibilities  of  both  the  City  and  CMS/Wellhead  pertaining  to  the  possible  purchase  of  the  power  plants. 
Some  of  these  provisions  include  the  following: 

•  providing  for  the  collection  of  liquidated  damages  by  the  City  in  the  event  of  CMS  Wellhead  u  ithdrawal, 

•  requiring  CMS/Wellhead  to  pay  for  studies  and  environmental  review, 

•  requiring  CMS/Wellhead  to  pay  all  cost  associated  with  the  establishment  and  administration  of  a 
"Community  Energy  Advisory  Committee", 

•  obligating  CMS/Wellhead  to  provide  for  all  direct  and  associated  cost  connected  to  the  purchase  and 
operation  of  the  power  plants, 

•  indemnifying  the  City  from  all  environmental  liabilities. 

An  appendix  to  this  agreement  establishes  a  benefit  sharing  structure  for  any  revenues  generated  b\  the  power 
plants  as  follows: 

•  Until  CMS/Wellhead  recovers  its  investment,  the  City  shall  receive  10"  o  of  annual  net  revenues.  However, 
the  City  is  guaranteed  a  minimum  annual  payment  of  SI  million  per  year  regardless  of  net  revenue. 

•  After  CMS/Wellhead  has  recovered  its  investment,  the  City  and  CMS/Wellhead  will  be  deemed  equal 
partners  with  each  entity  receiving  50%  of  all  revenues. 


Policy  Issues: 

RELIEF  OF  LIABILITY.  The  following  provisions  contained  in  the  Energ\  Ser\  iccs  .\greement  (ESA) 
provide  the  City  with  extensive  relief  from  hability  in  a  number  of  areas  including  the  tbllowing: 

Financing  of  the  purchase.  Provisions  contained  on  page  5  of  the  ESA  establish  CMS  Wellhead's  obligations  lo 
"provide. .  .funds  as  may  be  necessary  to  pay  for  any  negotiated  costs,  deposits,  other  payments,  and  the  full 
purchase  price  of  the  Power  Plants." 

Environmental  liability.  The  "Environmental  Indemnity  Agreement  and  Assignment  of  Responsibilities" 
provisions  of  the  ESA  (see  page  6)  specify  that  CMS/Wellhead  agrees  to  enter  into  an  Environmental  Indemnity 
Agreement  "which  will  provide  that  CMS/Wellhead  will  indemnify,  release  and  hold  the  City  harmless  for  all 
environmental  habilities,  including,  but  not  limited  to,  CERCLA  liabilities,  associated  with  t'.ie  purchase, 
ownership,  operation,  decommissioning  of  the  plants  and  redevelopment  of  the  sites,  regardless  of  the  source  of 
such  liabihties." 
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General  Indemnification.  On  page  8  of  the  ESA,  there  is  a  general  indemnity  section  which  specifics  ihai 
"CMS/Wellhead  shall  indemnify,  protect,  defend  and  hold  harmless  the  City  and  City's  officers,  agents  and 
employees,  from  and  against  any  and  all  claims,  demands,  losses,  liabilities,  damages,  liens,  injuries,  penalties 
fines,  lawsuits,  and  other  proceedings  judgments  and  awards  and  costs  and  expenses. . ." 


DOES  NOT  BIND  CITY  TO  PURCHASE  POWER  PLANTS.  Approval  of  this  resolution  does  not  obligate 
the  City  to  purchase  the  power  plants  now  or  at  some  future  date.  The  only  obligation  to  the  City  contained  in 
this  resolution  is  to  specify  that,  in  the  event  the  City  does  decide  to  purchase  the  pow  cr  plants,  the  City 
commits  to  partner  with  CMS/Wellhead  in  the  purchase  and  operation  of  the  pow  cr  plants,  if  the  City  enters 
into  such  a  partnership,  CMS/Wellhead  agrees  to  assume  all  financial  and  other  liability. 

REQUIRED  BOARD  ACTION  BEFORE  ACTUAL  PURCHASE  IS  POSSIBLE.  If  it  is  determined  that  the 
City  desires  to  purchase  the  power  plants  following  completion  and  issuance  of  the  Hn\  ironmcntal  Impact 
Review  document  currently  under  development,  there  are  a  number  of  subsequent  agreement  that  would  require 
Board  approval  before  a  final  purchase  agreement  could  be  signed,  including  the  financial  terms  of  the  purchase 
and  an  agreement  estabhshing  the  legal  relationship  between  CMS/ Wellhead  and  the  City. 

Options; 

1.  Approve  the  proposed  resolution  and  allow  the  City  to  take  the  necessary  steps  to  ensure  thai  it  w  ill  retain 
the  ability  to  purchase  the  power  plants  if  it  is  later  determined  that  such  a  purchase  should  be  made. 

2.  Reject  the  proposed  resolution  and  possibly  remove  any  possibility  of  the  City  purchasing  the  pou  cr  plants. 

Prepared  by:    Jon  L.  Ballesteros 
554-7787 
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Subject: 


Proposed  F\  1998-99  Budget 


JUN  2  2  1998 


SAN  FRANC.  j 
PUBLIC  LIBRARY 


This  report  provides  brief  summaries  about  programs  and  trends  that  are  contained  within  the  Proposed  1998-99 
Budget.  The  first  section  is  a  brief  review  of  revenue  growth  during  the  past  four  years  and  the  implications 
for  future  budget  years.  The  second  section  includes  background  information  on  several  new  initiati\  es 
proposed  by  the  Mayor  that  have  budgetary  impacts.  The  third  section  is  a  review  of  new  funding  and  programs 
for  Children  throughout  various  City  departments.  The  last  section  is  a  brief  review  and  data  on  how  the  grants 
and  contracts  from  the  Mayor's  Office  of  Community  Development  are  being  utilized  to  target  specific 
populations. 


Brief  Overview  Of  Revenue  Trends  In  The  Proposed  FY  1998-99  Budget 

The  1998-99  Proposed  Budget  is  predicated  on  14%  revenue  growth  in  all  funds  over  the  previous  fiscal  year. 
This  is  largely  due  to  the  economic  upswing  both  locally  and  nationally.  The  most  significant  revenue  sources 
that  contribute  to  the  growth  are  local  taxes,  charges  for  services  and  intergovernmental  grants.  These  represent 
80%  of  the  total  City  revenue.  A  portion  of  this  revenue  is  designated  to  special  funds  for  specific  projects  or 
operations  of  facilities.  Approximately  $467,360,064  is  due  to  new  revenues  resulting  in  a  total  amount  of 
$3,861,507,142  in  fiscal  year  1998-99.  The  budget  proposes  to  designate  596,944.1 79  to  General  Fund 
reserves,  a  total  of  $101,537,032  to  all  reserves.  Over  $400  milhon  of  the  growth  is  proposed  for  on-going 
operations,  capital  projects  and  one  time  expenditures. 

Between  1995-96  and  1998-99  the  total  increase  in  all  revenues  (all  funds)  has  been  over  S900  million  (see 
attached  table).  A  review  of  changes  since  1995-96  indicate  the  most  significant  grow  th  in  local  taxes  has 
occurred  in  the  hotel  tax,  the  business/payroll  tax,  sales  tax  and  to  lesser  degree  the  property  tax.  The  63"  o 
increase  during  this  period  in  hotel  tax  revenue  includes  the  2%  surcharge  adopted  by  the  Board  in  1996. 
however  the  projection  for  1998-99  includes  a  16.7%  increase  over  the  prior  year  budget,  a  portion  of  the 
revenue  generated  from  this  tax  is  required  to  support  non-general  fund  purposes. 

As  in  past  years,  the  mid  year  joint  report  prepared  by  the  Mayor's  Office,  the  Controller  and  the  Budget 
Analyst,  should  provide  the  Board  with  information  and  forecasts  on  the  sustainabilit>-  of  these  revenues. 
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SECTION  TWO 

REVIEW  OF  MAYOR'S  BUDGET  INITATIVES 

The  following  policy  and  program  initiatives  represent  some  of  the  Mayor's  priorities  for  the  Cily. 
Recreation  and  Park  Mobile  Enhancement  Teams 

Proposal:  $1.7  million  for  teams  to  make  improvements  in  Recreation  and  Park  facihtics 

The  Recreation  and  Park  Department  has  submitted  a  program  enhancement  request  for  Fiscal  Year  1998-1999 
aimed  at  creating  four  (4)  Mobile  Enhancement  and  Management  Training  Teams  -  the  Golden  Gate  Park 
Mobile  Crew;  Facility  Maintenance  Mobile  Crew;  Facility  Landscape  Enhancement  Team;  and  Recreation 
Team.  These  teams  will  initiate  improvements  in  Recreation  and  Park  facilities  and  programs  including 
landscaping  and  reforestation,  addressing  structural  and  electrical  deficiencies  and  recreation  program  scr\  iccs, 
particularly  in  "Red  Flag"  or  seriously  deficient  facilities  which  need  repairs. 

These  teams  will  focus  on  improvements  in  areas  of  Golden  Gate  Park  and  the  Panhandle,  make  structural 
improvements  and  repairs  to  the  City's  recreational  facilities,  provide  landscaping,  reforestation  and  area  clean- 
ups in  the  City's  northern  and  southern  Neighborhood  Parks,  overhaul  recreation  programs,  and  clean  up  gralTiii 
in  response  to  public  complaints. 

BACKGROUND: 

The  Recreation  and  Park  Department  (the  Department)  administers  over  200  parks,  pla\  grounds  and  open 
spaces,  including  two  outside  the  city  limits  located  in  Pacifica  and  in  the  High  Sierras.  In  response  to  public 
concerns  about  the  need  for  maintenance  of  City  parks,  the  Department  is  undertaking  a  citvw  ide  inspection 
program  of  its  facilities  which  will  incorporate  inspection  reports  from  employees  and  the  public,  and  will 
identify  "Gold"  or  outstanding  facilities  which  will  be  recognized  for  the  excellence,  "Silver"  or  above  average 
facilities,  "Bronze"  or  average  facilities,  and  "Red  Flag"  or  seriously  deficient  facilities  which  will  receive 
priority  for  repairs. 


POLICY  ISSUES: 

IS  THE  MOBILE  ENHANCEMENT  TEAM  PROGRAM  A  PRIORITY? 

According  to  the  Recreation  and  Park  Department  (the  Department),  the  FY  1998-99 
budget  is  aimed  at  addressing  the  need  for  repair  and  restoration  of  the  City's 
facilities  and  programs,  including  rebuilding  public  confidence  in  the  Department. 
The  Department  estimates  that  the  City  has  facilities  and  neighborhood  parks  that 
either  need  repairs  or  other  improvements.  Some  of  these  are  "Red  Flag" 
or  seriously  deficient  facihties. 

HOW  WILL  THE  DEPARTMENT'S  NEEDS  FOR  FACILITY  IMPROVEMENTS  BE  ADDRESSED? 

The  Department  has  targeted  General  Fund  dollars  to  support  the  activities  of  four 
Mobile  Enhancement  Teams  -  the  Golden  Gate  Park  Mobile  Crew,  Facility 
Maintenance  Mobile  Crew,  Facility  Landscape  Enhancement  Team,  and  Recreation 
Team.  The  Recreation  and  Park  Department  will  deploy  four  Mobile  Enhancement 
Teams  to  repair  or  rebuild  at  least  6  facilities,  30  neighborhood  parks,  10  athletic 
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fields,  10  areas  of  Golden  Gate  Park,  and  20  recreational  programs  and/or  facilities 
throughout  the  City. 

WHAT  ARE  PROJECTED  COSTS  FOR  THE  CITY? 

The  Recreation  and  Park  Departments  projects  that  the  operations  of  the  Mobile 
Enhancement  Teams  could  be  supported  by  $1.7  million  from  the  General  Fund  as 
follows: 


Staffing  (33)  $1,512,687* 

Equipment  80,000** 

Materials  and  Supplies  1 02,09 1 

Contractual  Services  50.000 

TOTAL  $1,744,778 


*  The  Mayor's  proposed  budget  for  staffing  is  $1.4  million 

**lncludes  3  pickup  trucks  totaling  $75,000,  and  3  cargo  containers  totaling  $5,000 

HOW  WILL  DEPARTMENT  MEASURE  THE  SUCCESS  OF  PROGRAMS? 

The  Recreation  and  Park  Department  intends  to  introduce  improvements  to  22  areas 
identified  as  high  priority  through  the  inspection  program.  The  Department  will 
rebuild  2  facilities,  introduce  improvements  in  10  neighborhood  parks,  target  4  areas 
of  Golden  Gate  Park  that  are  in  disrepair,  and  improve  services  in  6  recreation 
programs  and  facilities.  Upon  completion  of  these  repairs  and  improvements,  the 
Department  will  refocus  its  activities  in  other  areas  of  need. 


Department  of  Building  Inspection  -  Project  Management  Teams 
Proposal: 

Funding  for  fifteen  (15)  new  positions  to  implement  the  "Project  Management  Team  Personnel  Model." 


Background: 

The  Department  of  Building  Inspection  is  charged  with  the  responsibility  of  enforcing  all  Building,  Housing, 
Plumbing,  Electrical  and  Mechanical  codes.  There  are  a  number  of  extremely  large  scale  development  projects 
on  which  the  Department  will  be  required  to  conduct  numerous  inspections  and  plan  reviews  to  ensure  that  all 
codes  and  regulations  requirements  are  met.  Examples  of  such  developments  that  are  currently  underway  or 
expected  to  intermittently  ''come  on-line"  in  the  next  fiscal  year  include  Pacific  Bell  ballpark.  Mission  Bay  and 
49ers  Stadium/Mall. 

Because  these  developments  will  require  many  different  types  of  inspectors  for  extended  periods,  the 
Department  is  proposing  the  establibhment  of  Project  Management  teams.  The  Project  Management  teams  will 
be  comprised  of  inspectors  from  different  disciplines  working  together  to  conduct  the  requisite  inspections  and 
plan  reviews.  Currently,  inspections  and  plan  reviews  of  large  developments  are  conducted  by  inspectors  within 
each  discipline  as  part  of  their  normal  inspection  schedule  which  includes  inspections  and  plan  reviews  of  the 
large  development  along  with  inspections  and  plan  reviews  of  residences  and  small  businesses. 
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Under  the  Project  Management  team  concept,  inspectors  will  not  be  required  to  conduct  inspections  and  plan 
reviews  of  residential  or  small  business  projects  in  other  locations  throughout  the  City.  Instead,  team 
inspectors  will  be  able  to  focus  on  the  large  development  and  conduct  inspections  and  plan  reviews  on  a  much 
more  timely  basis.  This  will  streamline  the  building  process  substantially. 

Implementation  of  the  "Project  Management  Team  Model"  will  require  the  addition  of  thirteen  temporary 
personnel  that  will  conduct  the  daily  inspections  the  staff  moved  to  Project  Management  Teams  would 
otherwise  conduct.  The  Department  and  the  Mayor's  Staff  will  be  responsible  for  reviewing  the  progress  of 
each  of  the  large  scale  developments  to  which  Project  Management  Teams  are  assigned  and  determine  the 
expected  completion  date.  Once  this  assessment  is  concluded,  it  will  be  the  responsibility  of  the  Mayor's 
Budget  Off  ce  to  recommend  whether  the  temporary  positions  should  be  eliminated  or  continued  in  each  fiscal 
year.  There  is  a  possibility  that  a  position  would  be  ftmded  for  a  portion  of  a  year  if  the  development  comes  to 
completion  with  a  given  fiscal  year. 

It  is  City  policy  that  the  inspection  and  review  fees  charged  by  the  Department  be  established  such  that  there  is 
full  cost  recovery  for  the  Department,  but  no  additional  charge  to  the  applicant. 

According  to  the  Mayor's  Budget  Office,  there  is  precedence  for  funding  temporary  positions.  Certain  position 
are  "red  flagged"  and  scrutinized  as  to  their  continued  need  each  budget  cycle. 


Treasure  Island  Jail  Facility 

Proposal:  Increase  the  Sheriff  Department's  operational  expenditure  budget  by  appro.ximately  S2  million  to 
operate  the  Treasure  Island  jail. 


Background: 

In  November  of  1997,  Supplemental  Appropriation  Ordinance  #432-97  was  approved  which  appropriated 
$1,699,955  to  fund  the  costs  associated  with  staffing,  operation  and  capitol  improvement  of  the  Naval  Brig  on 
Treasure  Island  to  be  used  by  the  City  as  a  County  Jail. 

This  proposal  was  forwarded  to  Board  as  a  response  to  the  July  1998  United  States  District  Court  ruling  that  the 
San  Bruno  Jail  has  seismic  and  fire  safety  defects  which  breach  the  constitutional  protections  of  inmates.  .-Xs 
part  of  an  effort  to  relocate  as  many  inmates  as  possible  from  the  San  Bruno  Jail,  the  Sheriffs  Department  (  as  a 
result  of  the  supplemental  allocafion  contained  in  Ordinance  #432-97)  is  in  the  process  of  renovating  the 
Treasure  Island  Brig  to  permit  an  average  daily  occupancy  of  140  prisoners. 

The  supplemental  appropriation  provided  for  the  establishment  of  27  new  positions  that  are  needed  for  the 
operation  of  the  jail. 

The  operation  of  the  Treasure  Island  Jail  is  not  intended  to  satisfy  all  the  requirements  of  the  court  order  nor  is  it 
envisioned  that  it  will  relieve  the  City  of  the  need  to  construct  a  new  facility  that  will  replace  the  San  Brano 
facility.  It  is  anticipated  that  the  identificafion  and  securing  of  additional  funding  sources  will  be  required  in  the 
future  to  build  a  replacement  to  the  San  Bruno  facility. 
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The  operation  of  the  Treasure  Island  facihty  is  intended  to  show  a  good  faith  effort  on  the  part  of  the  City  to 
respond  to  the  orders  of  the  court,  as  well  as  to  provide  inmate  relief  until  a  replacement  facility  is  constructed. 
Once  a  replacement  jail  is  built,  the  Sheriffs  Department  and  the  Mayor's  Office  will  recommend  whether  or 
not  to  continue  operation  of  the  Brig  as  a  jail,  depending  upon  size  of  the  jail  population  at  the  time,  the  number 
of  jail  beds  in  the  system,  and  the  City's  overall  plans  for  development  of  Treasure  Island. 

In  an  effort  to  develop  cost  comparisons  with  other  options  for  relocating  140  San  Bruno  jail  inmates  at  another 
incarceration  facility,  the  Budget  Analyst's  office  contacted  the  Alameda  County  Sheriffs  department  to 
ascertain  the  approximate  cost  of  housing  San  Francisco  inmates  in  Alameda  County  jails. 

The  Budget  Analyst  estimated  that  the  annual  cost  of  housing  140  San  Francisco  inmates  would  range  from 
53,446,695  to  $4,88,730,  depending  upon  the  Alameda  facility  at  which  irmiate  would  be  housed.  The  Budget 
Analyst  found  that  this  estimate  indicates  that  the  incremental  annual  cost  of  housing  inmates  at  the  Brig 
(approximately  S3  million)  is  less  than  the  estimated  full  costs  of  housing  inmates  at  the  AJameda  County  jails. 
However,  the  full  cost  of  housing  inmates  at  the  Brig  totals  approximately  $5.5  million.  Using  these  estimates, 
the  full  cost  of  housing  inmates  at  the  Brig  exceeds  the  costs  of  using  Alameda  jails  by  approximately  $700,000 
to  $2.1  million. 

It  should  be  noted  that  the  Alameda  jails  are  not  able  to  house  up  to  140  San  Francisco  inmates  in  this  fiscal 
year.  The  Department  is  unable  to  predict  whether  or  not  space  would  be  available  in  future  years. 

Oceanviov  Branch  Library 

Proposal:   Allocation  of  $2.5  million  to  construct  an  new  Oceanview  Branch  Library. 
Background: 

The  Oceanview  Branch  Library  has  been  a  bona  fide  branch  library  of  the  San  Francisco  Public  Library  System 
for  70  years.  Over  these  many  years,  deferred  maintenance  coupled  with  normal  wear  and  tear  have  resulted  in 
the  deterioration  of  the  facility.  There  are  holes  in  the  walls  and  ceiling  of  the  library  which  pose  potential 
problems  to  protecting  library  resources  from  the  deteriorating  effect  of  the  outside  natural  elements.  The  sewer 
system  is  so  deteriorated  that  there  are  reports  of  continual  bathroom  overflows  which  pose  a  potential  health 
threat  to  library  visitors. 

Furthermore,  the  size  of  the  building  is  inadequate  to  provide  the  services  expected  from  as  modem  library. 
Currently,  the  building  does  not  have  space  to  house  a  computer  room,  it  is  too  small  to  provide  a  separate 
meeting  facility  for  the  local  neighborhood  and  there  is  no  separate  area  for  a  children's  library. 

The  current  facility  is  1,150  total  square  feet  of  which  only  575  can  be  legally  used  as  public  space.  The 
proposed  $2.5  million  dollar  expenditure  will  provide  for  the  construction  of  a  new  facility  that  will  be  4350 
square  feet  and  will  house  a  separate  children's  library,  a  computer  room  and  a  meeting  room. 

The  existing  facility  is  expected  to  service  more  than  76,000  visitors  in  FY  1998.  Library  staff  estimate  that  the 
number  of  visitors  will,  at  a  minimum,  double  and  possibly  triple  after  construction  of  the  new  facility. 

It  should  be  noted  that  the  Oceanside  Branch  Library  is  not  the  only  neighborhood  branch  library  scheduled  for 
maintenance  in  this  budget.  The  Merced,  Parkside  and  Anza  branches  will  have  their  roofs  repaired. 
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Single  Standard  of  Care  for  Mental  Health 

Proposal:  Single  Standard  of  Care  for  Mental  Health  -  S  1  million 

The  proposed  Single  Standard  of  Care  provides  uninsured  or  indigent  residents  receive  the  same  mental  health 
care  benefits  as  those  available  to  Medi-Cal  patients.  These  benefits  include  outreach,  counseling,  access  to  a 
mental  health  hotline,  crisis  intervention,  day  treatment,  in-patient  care  and  out-patient  care.  The  Mayor's 
proposed  budget  would  increase  funding  for  mental  health  care  by  $1  million  to  pay  for  the  Single  Standard  of 
Care. 

Background:  The  Mental  Health  Division  of  the  Department  of  Public  Health  administers  menial  hcahh 
services  to  Medi-Cal  recipients  and  to  uninsured  or  indigent  San  Franciscans.  According  to  the  Mental  Health 
Division,  both  Medi-Cal  and  indigent  or  uninsured  patients  already  receive  the  same  benefits  in  practice.  The 
County  is  reimbursed  by  the  State  for  mental  health  care  provided  to  Medi-Cal  patients,  but  covers  the  costs  of 
care  for  the  indigent  and  uninsured  with  local  resources. 

On  April  1,  1998,  the  County  assumed  responsibility  for  managing  the  out-patient  mental  health  care  for  all 
Medi-Cal  clients  under  a  State  mandate.  The  County  has  been  acting  as  the  manager  of  Medi-Cal  in-patient 
mental  health  care  since  1995.  The  State  caps  Medi-Cal  reimbursements  to  counties,  w  hich  act  as  managed  care 
administrators,  in  order  to  encourage  cost  containment.  DPH  reports  that  as  of  April  1 .  1 998,  all  mental  health 
services  must  be  authorized  by  the  County. 

Because  the  State  caps  Medi-Cal  reimbursements  but  requires  the  County  to  take  all  .\Iedi-Cal  patients. 
DPH's  Mental  Health  Division  reports  that  any  shortage  of  mental  health  care  resources  will  affect  the  indigent 
and  uninsured,  who  also  receive  care  from  the  County.  DPH  estimates  the  new  Medi-Cal  out-patient  mandate 
could  increase  the  County's  mental  health  services  caseload  by  more  than  20%,  which  will  result  in  a  shortfall 
greater  than  DPH  can  cover  through  cost  containment  of  Medi-Cal  managed  care  serv  ices.  The  Mayor's  budget 
includes  an  enhancement  of  $1  million  to  pay  for  the  rising  costs  of  the  state  mandate. 

Substance  Abuse  Treatment  on  Demand 

>-  Proposal:  Increase  Funding  for  Substance  Abuse  Treatment  by  S2  million  - 

The  proposed  budget  includes  new  General  Fund  monies  for  substance  abuse  treatment  totaling  S2  million, 
including  support  for  three  initiatives:  expanding  treatment-on-demand  services;  expanding  alternatives  to 
incarceration  for  persons  convicted  of  drug  offenses,  including  substance  abuse  treatment;  and  comprehensi\  e 
substance  abuse  treatment  for  youth. 

Background:  The  Mayor's  budget  would  allocate  an  additional  S635.000  over  the  current  baseline  to 
expand  capacity  for  treatment-on-demand  services.  DPH  anticipates  this  support  w  ill  increase  the  number  of 
available  slots  by  100,  bringing  the  total  number  of  individuals  receiving  these  ser\  ices  to  300.  The  are 
approximately  1,000-1,200  people  per  month  on  the  w^aiting  list  for  drug  treatment.  DPH  reports  that  increasing 
the  capacity  to  serve  all  those  seeking  treatment  will  take  several  years. 

The  proposed  budget  allocates  an  additional  S400,000  for  the  drug  court  which  can  provide  alternatives  to 
incarceration  in  order  to  reduce  crime,  recidivism,  and  other  negative  consequences  of  substance  abuse.  These 
funds  will  help  replace  an  expiring  federal  grant. 
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The  Mayor's  budget  would  allocate  $500,000  for  a  new  substance  abuse  treatment  program  for  youth. 
According  to  public  health  officials  and  youth  advocates,  these  services  do  not  currently  approach  the  need  for 
treatment.  The  money  allocated  for  youth  substance  abuse  treatment  would  help  provide  medical  support, 
education  and  counseling,  life  skill  building,  family  counseling,  and  wrap-around  services.  These  funds  will 
support  residential  treatment  for  25  youths  and  out-patient  treatment  for  100  youths  annually. 


Summary  of  Selected  Health  Program  Changes 


Proposal 


Amount  of  Increase 


Single  Standard  of  Care 


$1,000,000 
$2,000,000 


Substance  Abuse  Treatment  Total 

Treatment-on-Demand 

Drug  Court  (Alternatives  to  Incarceration) 

Youth  Substance  Abuse  Treatment  


635,000 
400,000 
500,000 


Section  Two  prepared  by:  Clarice  Duma 
Jon  Ballesteros 
Billy  Blattner 
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SECTION  THREE 

CHILDREN  AND  YOUTH  SERVICES 
PROPOSED  NEW  PROGRAMS  AND  FUNDING 

The  proposed  budget  includes  over  $26.4  million  in  new  program  funding  for  services  directed  to 
children  and  youth.  These  are  programs  that  are  above  the  baseline  required  contributions. 


MOCYF/Children 's  Fund 

Proposal:  Base  MOCYF  Grant  and  Contract  Awards  on  Age  Categories  -  The 

Mayor's  proposed  budget  allocates  approximately  $12.1  million  for  professional  and  spcciali/cd 
services  to  be  awarded  by  MOCYF,  including  $1 1.7  million  from  the  Children's  Fund  and 
$400,000  from  the  General  Fund.  MOCYF  has  suggested  that  the  funding  allocation  should 
reflect  the  age  composition  of  San  Francisco's  youth.  Approximately  20%  of  San  Francisco 
youth  are  ages  0-5,  40%  are  6-13,  and  40%)  are  14-18.  However,  children  in  the  youngest  age 
bracket  are  those  most  in  need  of  services  and  therefore  represent  a  higher  proportion  of  the 
population  served. 

Background:  Prop.  J  (1991)  requires  that  expenditures  for  children's  services  Citywide  (the 
Children's  Baseline)  be  equal  to  or  greater  than  the  level  in  FY  1991-92  or  FY  1992-93, 
whichever  is  greater.  In  FY  1992-93,  the  Controller  certified  expenditures  for  children's  serv  ices 
totaling  approximately  $50  milHon  Citywide,  setting  the  Children's  Baseline  at  that  level.  .A.s 
established  by  Prop.  J,  MOCYF  administers  Children's  Fund  monies  equal  to  2.5%  of  the 
property  taxes  collected  by  the  City,  or  approximately  $13.4  in  the  proposed  budget. 

In  March  of  this  year,  the  Board  of  Supervisors  lifted  the  stipulation  imposed  by  Prop.  J 
which  required  that  25%  of  Children's  Fund  monies  be  allocated  to  each  of  four  areas:  1 )  child 
care;  2)  delinquency  prevention  and  education;  3)  youth  employment  and  training;  and  4)  health 
and  social  services.  MOCYF  has  indicated  that  lifting  the  25%  stipulation  provided  necessar>- 
flexibility  which  will  enable  Children's  Fund  grants/contracts  to  be  based  on  serv  ice  needs  by 
age  group.  However,  MOCYF  was  not  able  to  provide  a  projected  breakdown  of  how  Children's 
Fund  grants  and  service  contracts  would  be  awarded  in  FY  1998-99,  pending  completion  of  an 
allocation  plan  that  reflects  the  priorities  of  the  Children's  Services  Plan.  The  FY  1998-99 
Children's  Services  Plan  was  approved  by  the  Board  in  March  of  this  year  (Res.  1 71-98.) 

Facilities  and  Programs  Serving  Youth 

Proposal:  Support  Completion  of  the  Excelsior  Youth  Center  and  tw  o  new  Beacon 
Centers  -  The  Mayor's  proposed  budget  includes  $100,000  to  support  the  Excelsior  Youth 
Center.  Support  for  two  new  Beacon  Centers  is  considered  a  priority  in  the  Children's  Serv  ices 
Plan. 
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Background:  Construction  of  the  Excelsior  Youth  Center  should  be  completed  this  year 
with  previously  appropriated  funds  from  the  City  ($5  million)  and  the  San  Francisco  Unified 
School  District  ($2.3  million)  The  proposed  $100,000  budget  item  will  support  operation  of  the 
Excelsior  Youth  Center  which  will  provide  educational  services  and  a  wide  variety  of 
recreational  opportunities  for  youths  in  the  community. 

San  Francisco  youth  can  participate  in  recreational  activities  and  receive  educational  and 
health  services  at  five  Beacon  Centers  throughout  the  City.  The  five  current  Beacon  Centers  are 
located  at  school  facilities  in  the  Richmond,  Visitadon  Valley,  the  Mission,  the  Sunset,  and 
Chinatown  communities.  The  Beacons  Collaborative  Fund  is  supported  by  a  combination  of 
City,  San  Francisco  Unified  School  District,  and  private  foundation  grant  funds. 

The  Mayor's  proposed  budget  supports  the  creation  of  two  new  Beacon  Centers,  but  does  not 
make  specific  allocations  for  them,  pending  completion  of  the  MOCYF  allocation  plan.  The 
Children's  Services  Plan,  approved  by  the  Board  in  March,  would  use  Beacons  Collaborative 
Fund  monies  to  award  planning  and  start-up  grants  in  FY  1998-99,  with  operations  beginning  the 
following  year.  Selection  of  the  two  new  locations  would  depend  on  grant  proposals.  However, 
MOCYF  has  indicated  an  interest  in  locating  new  Beacon  Centers  in  the  Western  Addition  and 
OMI. 

Proposal:  Establish  a  "Youth  Space"  Citywide  Youth  and  Teen  Center  -  The  Mayor's 
proposed  budget  allocates  $100,000  to  locate  a  recreation  center  accessible  to  all  San  Francisco 
teens  and  youth. 

Background:  Although  Recreation  and  Parks  would  be  responsible  for  oversight  of  the 
Youth  Space,  the  facility  would  be  run  primarily  by  teens.  The  Youth  Space  will  include  youth- 
operated  businesses,  space  for  social  events,  arts  and  entertainment,  and  youth-oriented  services. 
It  is  designed  to  act  as  a  common  gathering  place  for  teens  Citywide,  rather  than  a  specific 
neighborhood  or  population.  The  proposed  $100,000  allocation,  which  the  Budget  Analyst 
recommended  by  placed  on  reserve  pending  selection  of  a  site,  would  be  used  to  pay  lease  costs. 

*^  Proposal:  Support  Workreation  and  San  Francisco  Youth  Works  -  The  Mayor's 
proposed  budget  includes  an  increase  of  $50,000  for  Workreation  and  an  increase  of  $230,000 
for  Youth  Works. 

Background:  Workreation,  operated  by  the  Recreation  and  Parks  Department,  provides 
employment  and  job  training  for  teens  at  Recreation  and  Park  facilities.  The  $50,000 
enhancement  for  Workreation  will  allow  an  additional  10  youths  to  be  hired  over  the  course  of 
the  year.  Workreation  provided  employment  opportunities  for  approximately  140  teens  last  year. 

MOCYF,  in  partnership  with  SFUSD,  administers  the  Youth  Works  program  which  provides 
mentors  to  high  school  students  and  places  students  in  paid  internships  within  City  departments. 
Youth  Works  interns  may  also  receive  academic  credit  for  their  work.  More  than  500  interns 
worked  in  City  departments  in  the  past  year.  The  proposed  increase  will  allow  the  City  to  hire  an 
additional  100  interns. 
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Child  Care 

Proposal:  Increase  CalWORKs  and  DHS  Child  Care  Funding  -  The  iMayor's 
proposed  budget  would  increase  child  care  funding  for  children  of  CalWORKs  recipients  by  S20 
million  and  would  allocate  $137,000  to  fund  reception  and  child  care  staff  at  the  City's  three 
career  centers. 

Background:  The  current  DHS  baseline  for  child  care  subsidies  is  S5  million.  The  Mayor's 
budget  would  allocate  an  additional  $20  million  from  new  State  sources  to  provide  for  child  care 
slots  for  the  children  of  CalWORXs  recipients.  These  funds  are  currently  on  controller's  rcscr\  c 
pending  a  final  State  decision.  DHS  estimates  that  it  could  provide  child  care  for  roughly  5,000 
children  with  this  new  resource.  No  other  new  child  care  subsidies  are  included  in  the  budget. 
The  reception  and  child  care  staff  for  the  City's  three  career  centers  would  help  remove  some  of 
the  barriers  that  can  discourage  parents  from  conducting  job  search  and  training  activities. 

Proposal:  Extend  the  Child  Care  Facilities  Improvement  Fund  -  The  Mayor's 
proposed  budget  includes  $200,000  to  support  the  Child  Care  Facilities  Improvement  Fund 
(extending  funding  at  the  current  level.) 

Background:  MOCVT,  in  conjunction  with  DHS,  the  San  Francisco  Child  Care  Planning 
Advisory  Council  and  community  based  organizations,  recognizes  three  child  care  priorities 
deserving  of  support:  supply,  subsidies,  and  quality  improvements.  Last  year,  the  Board 
supported  efforts  to  improve  the  supply  by  allocating  a  one-time  amount  of  $200,000  to  create 
the  Child  Care  Facilities  Improvement  Fund,  which  helped  leverage  an  additional  SI  .8  million  in 
private  donations  and  grants  for  capital  improvements.  This  year,  the  Mayor's  budget  would 
extend  the  program  by  again  including  $200,000  for  this  fund. 

Last  year,  the  City  funded  $1.8  million  in  subsidies  to  help  low-income  families  to  obtain 
child  care.  With  the  increase  in  ftinds  for  CalWORKs  child  care,  this  amount  may  increase  in  the 
upcoming  fiscal  year.  No  fiinds  have  been  allocated  to  specifically  improve  the  quality  of  child 
care  services  in  the  City.  Coleman  Advocates  for  Children  and  Youth  supports  creating  a  S2 
million  child  care  Quality  Enhancement  Fund  in  addition  to  increased  funding  for  facilities  and 
to  provide  subsidies  to  low  and  middle  income  working  families. 

MOCYF  will  hire  a  child  care  coordinator  in  the  upcoming  year  and  will  facilitate  the  Child 
Care  Planning  and  Advisory  Council  which  includes  representatives  of  MOCYF,  DHS, 
community  based  organizafions  and  other  interested  individuals. 

Proposal:  Fund  Recreation  and  Parks  Pilot  Child  Care  Project  -  The  Mayor  s  budget 
includes  $100,000  to  support  3  FTE's  to  staff  a  pilot  child  care  program  at  recreational  sites. 

Background:  The  Recreation  and  Parks  staff  would  work  with  \  olunteer  parents  to  pro\  ide 
supervision  at  recreational  facilifies  based  on  the  cooperative  nursen,'  school  child  care  model. 
Additional  fimds  are  also  included  for  materials  and  supplies.  The  program  would  be 
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implemented  on  a  pilot  basis.  After  the  first  year,  the  Department  would  evaluate  the  success  of 
the  program. 

Recreation  and  Parks  leases  out  some  City  facilities  which  are  used  by  contractors  to  provide 
child  care  services.  These  contracts  are  separate  from  the  proposed  pilot  program  and  are  not 
operated  by  the  City. 

Juvenile  Probation 

Proposal:  Increase  Juvenile  Probation  Funding  $3.6  Million  -  The  Mayor's  proposed 
budget  includes  an  increase  of  $3.6  million  for  the  Juvenile  Probation  Department,  $3.1  milhon 
which  will  come  from  State  and  Federal  sources. 

Background:  The  Juvenile  Probation  Department  anticipates  a  Temporary  Assistance  to 
Needy  Families  (TANF,  the  successor  to  AFDC)  grant  of  $3.1  million.  The  State  requires  that  a 
spending  plan  be  adopted  by  the  Juvenile  Justice  Coordinating  Council,  which  has  not  yet 
completed  work.  Juvenile  Probation  proposes  to  use  the  bulk  of  the  increase  to  fund  specialized 
serv  ices  provided  by  community-based  organizations.  In  particular,  plans  include  expanded 
services  to  girls  in  the  juvenile  justice  system,  job  training  and  preparation,  and  counseling.  The 
Juvenile  Probation  Department  would  also  allocate  $415,000  to  fund  nine  additional  probation 
officers. 

Library 

The  Mayor's  proposed  budget  includes  an  increase  of  $3.5  million  for  the  Public  Library. 
Included  in  this  amount  is  an  inflation  adjustment  for  the  acquisition  of  books  and  materials, 
funds  for  construction  of  a  new  Oceanview  Branch  Library,  and  support  to  address  deferred 
facilities  maintenance  priorities.  Although  there  is  no  planned  expansion  of  children's  services, 
Children's  and  Youth  Services  Programs  at  public  libraries  will  receive  an  incremental  benefit 
from  the  proposed  increase. 

Family  Support 

Proposal:  Establish  Two  New  Family  Resource  Centers  -  The  Mayor's  budget 
includes  $500,000  to  establish  two  new  Family  Resource  Centers,  one  in  Potrero  Hill  and  a 
second  to  provide  services  to  the  Asian/Pacific  Islander  community. 

Background:  DHS  currently  ftinds  a  total  of  three  Family  Resource  Centers  in  the  Bayview, 
Mission,  and  Western  Addition  neighborhoods.  In  the  upcoming  year,  DHS  plans  to  link  the 
CalWORKs  career  centers  to  the  Family  Resource  Centers.  When  recipients  enroll  in 
CalWORKs,  their  employment  counselor  will  be  able  to  refer  them  to  their  neighborhood  Family 
Resource  Center  to  receive  support  services  such  as  family  counseling,  couples  therapy, 
parenting  support,  violence  prevention,  and  substance  abuse  services. 
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Summary  of  Selected  Children  and  Family  Services  Program  Changes 


1 Q08-00  Riirir^FT  Propo^ai  s 

Base  MOCYF  Funding  on  Age  Categories 

$400,000 

Complete  Excelsior  Youth  Center 

$100,000 

Create  Two  New  Beacon  Centers 

n/a 

Establish  Youth  Space 

$100,000 

Support  Workreation 

50,000 

Support  YouthWorks 

230,000 

Increase  CalWORKs  Child  Care  Funding 

20,000,000 

Staff  Child  Care  at  Career  Centers 

137,000 

Extend  Child  Care  Facilities  Improvement  Fund 

200.000 

Support  Rec/Park  Child  Care  Pilot 

100,000 

Increase  Juvenile  Probation  Funds 

3.600,000 

Establish  Two  New  Family  Resource  Centers 

500,000 
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SECTION  FOUR  Prepared  by:  Clarice  Duma 

MAYOR'S  OFFICE  OF  COMMUNITY  DEVELOPMENT; 
PROGRAMS/  CONTRACTS  FOR  TARGETED  POPULATIONS 

BACKGROUND: 

Last  December,  the  Mayor's  Office  received  its  federal  allocation  from  the  U.S.  Department  of  Housing  and  Urban 
Development  for  the  1998  Fiscal  Year  under  the  Community  Development  Block  Grant  (CDBG),  HOME,  Emergency 
Shelter  Grant  (ESG),  and  Housing  Opportunities  for  Persons  with  AIDS  (HOPWA)  programs.  The  Mayor's  Office  of 
Economic  Development  (MOCD)  administers  two  of  these  programs  -  the  CDBG  and  ESG  programs. 

The  1998  Preliminary  Proposal  and  Action  Plan  reflects  San  Francisco's  1998  CDBG  Entitlement  of  $24,968,000  which  was 
awarded  by  HUD  last  December  1997,  and  was  reduced  by  3  percent  from  the  previous  year.  In  February  1998,  MOCD 
submitted  a  resolution  to  the  Board  of  Supervisors  (the  Board)  seeking  approval  of  HUD's  Fiscal  Year  1998  CDBG 
allocation  together  with  MOCD's  1998  expenditure  schedule  reflecting  funding  for  various  communities  throughout  the 
Cit) .  Board  approval  was  received  in  April  1998  allowing  this  agency  to  expend  federal  funds  to  support  community  needs, 
particularly  those  of  lower  income  individuals. 

THE  AMENDED  1 998  A  CTION  PLAN 

In  compliance  with  federal  requirements  which  require  the  expenditures  of  local  agencies  to  reflect  locally-driven  needs, 
MOCD  developed  the  1998  Action  Plan  which  began  m  March  of  1997  with  a  series  of  five  eleventh-month  public  forums 
conducted  by  the  Citizens  Committee  on  Community  Development  (CCCD),  which  is  the  mayor-appointed  advisory  body 
established  to  identify  community  needs  and  formulate  program  priorities. 

The  forums,  which  focused  on  the  projected  on  impact  of  Welfare  Reform  on  communities,  targeted  the  four  neighborhood 
clusters  which,  as  defined  by  the  1990  Census,  represent  the  highest  concentrations  of  poverty.  These  are: 

1 )  Western  Addition  /  South  of  Market  /  Tenderloin 

2)  Mission  /  Pofrero  /  Oceanview-Merced-Ingleside 

3)  Chinatown  /  North  Beach 

4)  Visitacion  Valley  /  Bayview  /  Excelsior. 

The  fifth  forum  began  dialogue  between  small  businesses  and  potential  MOCD  partners  in  the  philanthropic  community. 

The  Amended  1998  Action  Plan  reflects  changes  approved  by  the  CCCD  and  the  Finance  Committee  of  the  San  Francisco 
Board  of  Supervisors  for  the  1998  Program,  and  also  incorporates  activities  to  be  funded  by  the  federal  Community 
De\  clopment  Block  Grant  (CDBG),  Emergency  Shelter  Grant  (EMG),  and  HOME  Investment  Partnership  (HOME) 
Program.  MOCD  only  administers  the  CDBG  and  ESG  Programs. 

PO  VER  TY  IE  VELS  IN  SAN  FRANCISCO: 

MOCD's  statistics  on  impoverished  groups  are  obtained  from  the  1990  U.S.  Census  data.  According  to  the  1990  Census,  13 
percent,  or  over  90,000  people  in  San  Francisco  live  in  poverty.  The  breakdown  by  race  and  gender  is  as  follows: 

RACE  %  Below  Poverty  GENDER        %  Below  Poverty 

African  American  26.2%  Male  47.4% 

American  Indian  21.0%  Female  52.6% 

Hispanic  16.4% 

Asian/Pacific  Is.  12.6% 

White  9.3% 

Other  18.3% 
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MOCD  AND  MBE/WBE  Contracts: 

According  to  MOCD,  that  agency  is  exempt  from  contracting  requirements  imposed  on  other  City  Departments  because 
their  funding  is  targeted  at  community-based  organizations  (CBOs).  In  the  past,  they  have  not  monitored  contracts  awarded 
to  Minority  and  Women  Business  Enterprises  (MBEAVBE)  for  capital  improvement  projects,  and  w  ill  bcuin  irackini!  that 
information  in  the  1998  program  year. 

INTENT  OF  MOCD 'S  PROGRAMS: 

Federal  resources  of  the  Community  Development  Block  Grant  (CDBG)  Program  are  used  by  local  agencies  to  develop 
locally-designed  community  development  strategies  that  address  the  development  of  decent  housing  and  economic 
development  opportunities  for  low  and  moderate  income  people. 

Community  needs  for  the  CDBG  Program  were  determined  by  citizens  who  participated  in  the  neighborhood  heanngs  of 
1997,  which  identified  concerns  in  relation  to  the  need  for  job  training,  creation,  and  placement,  child  care  and  economic 
development.  Several  neighborhoods,  designated  neighborhood  revitalization  areas  and  enterprise  communities  by  HUD. 
also  identified  in  public  forums  the  need  for  increased  economic  development,  job  training,  and  public  safety. 

In  response  to  neighborhood  concerns,  MOCD's  funding  allocations  have  been  targeted  to  address  needs  identified  by  the 
public  including  improved  services  for  housing,  neighborhood  facilities,  public  space  improvement,  public  scr\  iccs.  and 
economic  development  needs. 

USE  OF  FEDERAL  RESOURCES  -MOCD 'S  1998  EXPENDITURE  SCHEDULE 
CDBG  Program: 

MOCD's  1998  Expenditure  Schedule  reflects  the  agency's  CDBG  program  activities  which  support  local  community  based 
organizations  (CBOs)  that  serve  various  targeted  populations  throughout  the  city.  According  to  MOCD,  grant  awards  are 
based  on  community  needs  and  must  reflect  MOCD's  1998  Strategic  Plans.  The  attached  1998  Expenditure  Schedule 
reflects 

MOCD's  service  strategies  and  funding  allocations  to  various  local  agencies.  The  following  is  a  summar>  of  MOCD's  1998 
supported  activities  based  on  the  attached  1998  Expenditure  Schedule: 

1.  Housing  Program  Administration 

Housing  Programs  enable  local  non-profit  agencies  to  develop  and  rehabilitate  single  and  multi-family  housing  units  for 
low-income  individuals  and  families.  MOCD  has  approved  approximately  S2.4  million  to  support  10  local  agencies. 

2.  Housing  Program  Pools 

Funding  from  these  pools  will  provide  financial  resources  for  acquisition  and  rehabilitation  of  low  income  housing.  S5.5 
million  is  allocated  toward  support  of  2  housing  program  pools. 

3.  Public  Facility  Improvements 

$1.4  million  is  targeted  for  the  improvement  of  public  spaces,  including  neighborhood  parks,  and  will  support  the  activities 
of  5  neighborhood  groups. 

4.  Rehab  Existing  Facility 

15  CBOs  will  benefit  from  this  program  which  will  award  grants  totaling  S91 1,700  to  organizations  that  serve  low  and 
moderate  income  communities. 

5.  Rehab  New  Facility 

$794,000  will  support  projects  to  develop  new  community  facilities  undertaken  by  5 
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community  groups. 

6.  Other  Rehab  Programs 

A  total  of  S2.7  million  will  be  expended  m  support  of  3  CBOs  that  conduct  renovation/rehabilitation  projects  that  assist  low 
and  moderate  mcome  people. 

7.  Public  Services 

A  majorir>'  of  the  CDBG  funds  totaling  almost  $4.5  million  were  allocated  in  the  area  of  public  services.  A  total  of  76 
CBO's  will  recen  e  fundmg  to  support  direct  services  for  low  and  moderate  income  individuals  in  ten  categories,  including 
Employment  Training  and  Placement  Services,  Legal  Services,  Housing  Counseling  and  Related  Housing  Services,  Services 
for  the  Disabled,  Child  Care  Services,  Youth  Services,  Battered  and  Abused  Spouses,  Food  Distribution  Services, 
Health/Counseling  Services,  and  Other  Services  for  Low/Moderate  Income  Persons. 

8.  Economic  Development 

MOCD  will  allocate  $1.2  million  to  1 1  local  organizations  that  support  job  creation  activities  that  generate  employment  for 
low  income  persons. 

9.  Microenterprise  Assistance 

6  local  organizations  that  provide  entrepreneurship  assistance  for  low  income  persons  have  been  approved  for  funding  from 
a  total  allocation  of  $777,600  earmarked  for  this  program. 

10.  Higher  Education 

The  City  College  of  San  Francisco  (Garment  2000)  is  targeted  for  the  $140,000  grant  to  support  technical  assistance  and 
education  to  garment  businesses  and  workers. 

11.  Administration,  Fair  Housing  and  Planning 

MOCD  has  allocated  $4  million  to  support  the  administrative  activities  of  7  local  public 

agencies.  Additionally,  $493,200  has  been  allocated  to  the  activities  of  MOCD's  Planning  &  Capacity  Building  projects 
which  analyze  and  assess  needs  for  specific  populations  or  neighborhoods 

USE  OF  FEDERAL  RESOURCES  -  ESG  Program: 

The  ESG  Program  is  designed  to  support  existing  emergency  shelters  for  homeless  individuals  and  families  by  improving 
the  quality  of  these  facilities.  This  program  also  allows  the  creation  of  additional  emergency  shelters,  and  supports  the 
operating  costs  of  local  shelters  as  well  as  providing  essential  social  services  to  homeless  individuals  and  families  who  need 
supportive  services  and  access  to  safe  and  clean  shelter.  HUD  has  allocated  $984,000  to  San  Francisco's  ESG  Program  and 
19  local  organizations  will  be  funded  from  this  program.  The  attached  1998  Expenditure  Schedule  reflects  the  local 
organizations  earmarked  to  receive  these  funds. 
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HEARING:  JUNE  18, 1998 

COMMITTEE:  HOUSING  AND  NEIGHBORHOOD  SERVICES 

SPONSOR:  SUPERVISORS  AMMIANO  AND  BIERMAN 

FILE:  98-0805-  MORATORIUM,  OWNER  MOVE-IN 

SUMMARY  OF  PROPOSED  ORDINANCE: 

The  proposed  legislation  amends  Section  37.9  of  the  San  Francisco  Administrative  Code  to  provide  procedures 
that  protect  qualified  senior,  disabled,  and  catastrophically  ill  tenants  from  c\  iction  during  a  temporary  city 
moratorium  on  evictions  for  owner  or  relative  move-ins  (OMl).  This  measure  also  makes  clarifying  and 
technical  changes  which  require  tenants  to  show  evidence  of  protected  status  w  ithin  thirty  days  of  receiving  an 
eviction  notice  served  by  a  landlord.  Landlords  are  required  to  file  a  copy  of  the  request  or  notice  with  the  Rent 
Board  within  ten  days  of  serving  an  eviction  notice  to  a  tenant.  If  the  proposed  ordinance  is  enacted,  the 
temporary  moratorium  would  be  effective  until  June  30,  1999. 


JUN  1  8  1998 

SAN  FRANCISCO 
PUBLIC  LIBRARY 


CURRENT  LAW: 

San  Francisco  Rent  Ordinance: 

A  landlord  who  evicts  a  tenant  residing  in  a  unit  covered  by  San  Francisco's  (the  City)  Rent  Ordinance,  is 
required  to  show  "just  cause"  for  displacing  that  tenant  by  using  any  of  the  fourteen  *'jusi  cause"  reasons 
available  to  landlords,  including  reasons  of  owner-occupancy,  or  occupancy  by  the  landlord's  relatives.  City 
law  requires  that  tenant  evictions  based  on  owner  or  relative  occupancy  occur  in  good  faith,  without  ulterior 
motive,  and  with  honest  intent  on  the  ovmer's  part.  The  owner  must  also  occupy  the  subject  unit  for  at  least  1 2 
continuous  months;  however,  if  a  comparable  unit  is  vacant  or  becomes  vacant  during  the  period  of  the  notice 
terminating  the  tenancy,  then  the  landlord  may  not  recover  possession  of  the  tenant's  unit  and  must  rescind  the 
eviction  notice. 


The  Rent  Ordinance  also  makes  it  a  misdemeanor  for  landlords  to  pursue  ev  ictions  \\  ithout  demonstrating  "just 
cause,"  an  act  punishable,  upon  conviction,  by  fines  and  other  penalties.  The  San  Francisco  Rent  Board  may 
also  pursue  civil  proceedings  for  injunctive  relief  against  wrongful  evictions  by  landlords,  and  seek  an  aw  ard  of 
money  damages  of  no  less  than  three  times  actual  damages,  including  other  relief  deemed  appropnate  by  the 
courts. 


BACKGROUND: 

Tenant  advocates  have  expressed  concern  about  provisions  in  the  San  Francisco  Rent  Ordinance  which  allou 
landlords,  with  "just  cause,"  to  evict  tenants  for  reasons  of  owner  or  relative  occupancy.  Tenant  groups  believe 
that  some  landlords  use  this  law  wrongfully  by  either  not  occupying  the  unit  once  a  tenant  has  been  evicted,  or 
by  occupying  the  unit  for  less  than  the  required  twelve-month  period,  w  ith  the  objective  of  obtaining  higher 
rents  for  units  that  become  exempt  from  the  City's  rent-control  law  s,  w  hich  restrict  allowable  rent  increases  by 
landlords. 

Property  owners  generally  welcome  provisions  in  San  Francisco's  Rent  Ordinance  which  allow  OMI  evictions 
by  landlords.  Some  owners,  including  the  San  Francisco  Neighbors  Association,  have  stated  that  Cit\'  measures 
aimed  at  restricting  OMI  evictions  are  unfair,  because  it  is  the  City's  responsibility,  not  the  landlords',  to 
address  San  Francisco's  housing  crisis. 
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San  Francisco 's  Temporary  Moratorium 

In  response  to  the  concerns  of  tenant  advocates,  an  ordinance  was  passed  by  the  Board  in  December  1997, 
imposing  a  temporary  eighteen-month  moratorium  on  the  eviction  of  certain  tenants.  The  moratorium  affected 
tenants  who  were  at  least  60  years  old  or  disabled  and  who  had  lived  in  the  same  unit  for  at  least  10  years,  and 
tenants  who  faced  catastrophic  illness  and  who  had  lived  in  the  same  unit  for  at  least  5  years,  and  protected  them 
from  OMI  evictions  if  they  occupied  a  building  with  2  or  more  units. 

To  protest  the  City's  temporary  moratorium  on  OMI  evictions,  San  Francisco's  property  owners,  including  the 
San  Francisco  Neighbors  Association,  filed  a  lawsuit  in  March  1998  challenging  the  City's  ordinance,  and 
argued  that  the  measure  did  not  provide  landlords  with  formal  procedures  needed  to  ascertain  which  tenants 
were  protected  from  OMI  evictions  based  on  claims  of  protected  status. 

The  Board's  Findings 

In  earlier  findings,  disclosed  in  Ordinance  No.  482-97  which  was  enacted  in  December  1997,  the  San  Francisco 
Board  of  Supervisors  (the  Board)  stated  that  between  January  1,  1996  and  September  1996,  thirty-day  Notices 
to  Vacate  based  on  OMI  evictions  had  more  than  doubled  in  San  Francisco,  increasing  from  467  to  1,037 
notices.  The  Board  also  found  that  seniors  receive  between  25  and  30  percent  of  these  nofices,  even  though  they 
comprise  only  about  15  percent  of  the  tenant  populafion  in  San  Francisco.  Indications  were  that  seniors  were 
more  vulnerable  to  eviction  than  other  tenants  because,  on  average,  they  tend  to  occupy  units  continuously  for 
more  than  20  years,  and  pay  rents  that  are  at  least  half  the  average  rent  demanded  for  comparable  units  in 
today's  rental  market. 

The  Board  also  found  that  seniors,  disabled,  and  catastrophically  ill  tenants  who  receive  OMI  evictions,  face 
fewer  options  for  locating  affordable  housing  in  San  Francisco,  and  the  stress  from  facing  eviction  tends  to 
result  in  severe  health  and  psychological  hardship  as  tenants  worry  about  chances  of  relocating  housing, 
particularly  in  San  Francisco's  steep  rental  market  which  reports  vacancy  rates,  since  1997,  below  1  percent, 
and  average  monthly  rent  for  a  vacant  two-bedroom  unit  of  $1,625. 

The  temporary  moratorium  which  was  imposed  by  the  Board  in  December  1997,  was  based  on  findings 
indicating  that  seniors  faced  a  disproportionate  number  of  OMI  evictions  faced  by  seniors,  and  that  evictions 
cause  great  hardship  to  the  City's  senior,  disabled  and  catastrophically-ill  tenants. 

Subsequent  Court  Decisions 

In  April  1998,  the  Superior  Court  overturned  the  City's  OMI  ordinance  ruling  that  the  City's  moratorium  was 
unconstitutional  because  it  deprived  property  owners  of  their  right  to  enjoy  their  property  without  due  process. 
The  City  was  unsuccessful  in  its  initial  efforts  to  have  an  Appellate  Court  reverse  the  Trial  Court  decision.  The 
Cily  Attorney's  Office  states  that  appeals  in  this  lidgadon,  or  additional  htigation  related  to  the  ordinance,  may 
still  be  filed. 
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POLICY  ISSUES: 

1.  WHO  IS  AFFECTED  BY  THE  PROPOSED  MEASURE? 

The  Rent  Board  states  that  while  it  does  not  compile  statistics  on  the  number  of  elderly,  disabled  or 
catastrophically  ill  tenant  displacements,  there  are  approximately  125  households  per  month  in  San 
Francisco  that  face  OMI  evictions,  and  some  of  these  may  include  the  three  protected  classes.  In  earlier 
findings  made  by  the  Board  of  Supervisors,  seniors  were  believed  to  receive  a  disproportionate  amount  of 
the  evictions,  between  25  and  30  percent  of  the  Notices  to  Vacate,  even  though  they  comprise  only  about  1 5 
percent  of  the  tenant  population  in  San  Francisco. 

The  Board  also  found  that  seniors,  disabled  and  catastrophically  ill  tenants  who  receive  O.Ml  c\  ictions,  face 
fewer  options  for  locating  affordable  housing  in  San  Francisco's  steep  rental  market  which  reports  high  rents 
and  vacancy  rates,  since  1997,  below  1  percent. 

The  Housing  Rights  Committee,  a  tenant  advocacy  group  based  in  San  Francisco  whose  membership 
comprises  mostly  seniors,  estimates  that  there  are  between  300  and  600  OMI  evictions  in  San  Francisco  on 
an  annual  basis.  Some  of  these  evictions  affect  seniors  who  are  vulnerable  because  they  lack  resources  to 
fight  evictions,  and  tend  to  maintain  tenancy  in  units  much  longer  than  other  tenants. 

2.  WHAT  IS  THE  INTENT  OF  THE  AMENDED  ORDINANCE? 

According  to  the  City  Attorney's  Office,  the  proposed  measure  addresses  legal  challenges  to  the  City's 
temporary  moratorium  which  argue  that  the  ordinance  does  not  provide  landlords  with  procedures  for 
verifying  or  challenging  a  tenant's  claim  of  protected  status. 

The  amendment  makes  clarifying  and  technical  changes  which  place  the  burden  of  proof  on  tenants 
requiring  them  to  show  evidence  of  protected  status  within  30  days  of  receiving  an  eviction  notice  ser%  cd  by 
a  landlord.  The  landlord  is  required  to  file  a  copy  of  the  request  or  notice  with  the  Rent  Board  within  ten 
days  of  serving  notice  to  the  tenant,  and  may  challenge  the  tenant's  claim  of  protected  status  either  through  a 
Rent  Board  hearing  or  by  commencing  eviction  proceedings,  which  may  include  serv  ing  a  tenant  with  a 
notice  terminating  the  tenancy. 

3.  DOES  THE  AMENDED  ORDINANCE  ADDRESS  ALL  THE  LEGAL  ISSUES? 

A  subsequent  ruling  by  the  Court  of  Appeal  stated  in  May  1998  that  the  City's  moratorium  did  not 
provide  property  owners  with  a  mechanism  to  challenge  tenants  who  claim  protected  status.  In  response,  the 
Board  has  drafted  amendments  that  provide  procedures  for  landlords  to  \  erify  or  challenge  claims  of 
protected  status. 

The  City  Attorney's  Office  states  that  the  City  may  still  face  another  legal  challenge  fi-om  landlord  groups 
who  had  persuaded  the  Superior  Court  successfully  in  earlier  proceedings  that  the  provisions  of  the 
ordinance  were  unconstitutional,  resulting  in  the  Court's  ruling  that  the  moratorium  depn\  ed  property 
owners  of  their  right  to  enjoy  their  property  without  due  process. 

According  to  the  City  Attorney's  Office,  if  the  City  were  to  appeal  the  Superior  Court's  decision, 
following  completion  of  the  Trial  Court  proceedings,  the  appeal  process  is  likely  to  last  beyond  the 
moratorium  period,  which  is  effective  only  until  June  30,  1999. 
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4.  HOW  COULD  THE  MEASURE  BE  IMPROVED? 

Expand  the  Role  of  the  Rent  Board  -  The  amendment  allows  landlords  to  challenge  tenants' 
claims  of  protected  status  by  either  requesting  hearings  from  the  Rent  Board,  or,  at  the  landlord's 
option,  by  pursuing  eviction  proceedings.  The  measure  prohibits  the  imposition  of  civil  or  criminal 
penalties  on  landlords  who  request  or  challenge  a  tenant's  claim  of  protected  status. 

The  Board  could  clarify  the  ordinance  further  by  describing  what  information  would  qualify  as  acceptable 
supporting  evidence  from  tenants  claiming  protected  status.  The  Rent  Board  could  serve  as  the  neufral 
body,  experienced  in  landlord-tenant  issues,  to  verify  the  validity  of  the  evidence  provided  by  tenants  facing 
eviction  notices  from  landlords.  The  impact  of  these  requirements  on  the  Rent  Board  would  have  to  be 
determined  by  that  agency's  Director. 

OPTIONS: 

1 .  Approve  the  measure  as  proposed  to  allow  the  Board  of  Supervisor  to  enact  an  ordinance  providing 
technical  and  clarifying  changes  which  require  tenants,  who  receive  eviction  notices,  to  provide  evidence 
that  supports  their  claims  of  protected  status. 

2.  Approve  the  measure  following  further  amendments  as  suggested  in  #4  above  to  clarify  what  constitutes 
evidence  in  cases  where  tenants  claim  protected  status.  Request  the  Director  of  the  Rent  Board  to  determine 
the  impact  of  expanding  the  Rent  Board's  role  to  include  verifying  claims  of  protected  status,  reviewing 
eviction  notices,  and  mediating  eviction  disputes  between  landlords  and  tenants  who  claim  protected  status. 

3.  Do  not  approve  the  measure.  The  Superior  Court  ruling  would  prevail,  and  owner  or  relative  occupancy 
would  provide  "just  cause"  for  evicting  tenants  living  in  units  covered  by  the  Rent  Ordinance. 


Prepared  by:  Clarice  L.  Duma,  Legislative  Analyst  (415/554-7782) 
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98-846  Health  Service  System:  Plan  Rates  and  Citv  Contributions 
Health  Service  System 


Proposed  Action: 

The  proposed  ordinance  would  amend  section  16.157  of  the  Administrative  Code  to  change  the  effective  dates 
for  the  1998-99  health  plan  rates  and  the  City  contribution  rate  for  the  emplov  ce  health  plans  as  adopted  by  the 
Health  Service  System  Board.  The  effective  dates  are  July  1,  1998  through  .lunc  30,  1999. 

Current  Law: 

The  Board  of  Supervisors  annually  approves  an  ordinance  to  change  the  effecti\  e  date  of  the  employee  health 
I  plans  and  contribution  rates.  Health  plan  rates  are  negotiated  by  the  Health  Scr\  ice  S\  stem  for  the  employees 
and  retirees  of  the  City  and  County,  the  Unified  School  District  and  Conimunil\-  College  District.  In  addition 
the  City  maintains  it's  ow^n  health  plan  which  establishes  it's  own  rates.  The  Health  Ser\  ice  System,  in 
consultation  with  an  actuary  determines  the  members  share  of  the  health  plan  premium. 

The  Health  Service  System  is  required  to  calculate  the  City's  contribution  rate  for  each  employee  through  a 
method  estabhshed  by  the  City  Charter  (Sections  AS. 423  and  A8.428).  This  methodology  averages  the 
employee  contribution  rate  of  the  10  most  populous  counties  in  California  (sec  attached).  This  annual  average 
contribution  amount  is  the  required  amount  of  contribution  by  each  entity  to  the  Health  Ser\  ices  Fund  and  is 
approved  by  the  Board  of  Supervisors. 


In  April  1998  The  Board  of  Supervisors  adopted  resolution  296-98  which  set  the  average  contnbution  rate  for 
the  City's  health  plans  at  $  1 74.76  per  member  per  month  effective  July  1 ,  1 998.  The  average  contnbution 
amount  was  based  on  the  contribution  for  "employee  only"  coverage  by  the  ten  most  populous  counties.  This  is 
2.4%  over  the  previous  year's  contribution. 

In  February,  the  Health  Services  System  adopted  the  health  plan  rates  to  be  offered  in  1998-99.  The  new  rates 
resulted  in  changes  in  member  co-payments  and  share  of  premiums,  particularly  for  City  Health  Plan  One. 
however  the  covered  benefits  remained  the  same  as  the  previous  year.  The  ordinance  implementing  the  new 
plan  rates  was  submitted  for  approval  to  the  Board  of  Superv  isors  on  May  20.  1998. 


Background: 
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At  the  Finance  Committee  hearing  on  June  10"',  this  ordinance  was  conlinucd  in  order  to  allow  the  licallh 
Services  System  to  review  alternatives  to  the  proposed  rates.  Employee  representativ  es  argued  bctbrc  the 
Committee  that  the  city  was  obligated  to  meet  and  confer  on  this  issue.  To  that  end,  on  April  8,  1998,  Service 
Employees  International  Union  (SEIU),  Local  790  filed  a  grievance  alleging  a  change  in  benefits  under  Health 
Plan  One.  A  denial  of  the  grievance  was  issued  three  weeks  later  by  the  Department  of  Human  Resources.  The 
denial  letter  stated  that  the  benefit  structure  and  premiums  had  never  been  negotiated  in  the  past.  DHR 
responded  similarly  to  the  Police  Officer's  Association  regarding  this  issue.  The  SEIU  had  previously 
negodated  a  three  year  contract  effective  July  1,  1997  through  June  30,  2000.  The  SEIU  MOU  provisions 
regarding  health  benefits  requires  the  City  to: 

A.  Maintain  the  current  benefits  level  for  the  duration  of  the  agreement. 

B.  Provide  a  contribution  toward  the  employee  health  benefit  as  deteinuned  by  the  Charter  formula. 

C.  Provide  $225  per  month  per  employee  for  dependent  coverage. 
Policy  Issues 

What  has  been  the  policy  of  the  City  in  regard  to  contributions  to  health  plan  premiums? 

The  City  has  provided  several  health  plan  options  to  employees  and  has  contributed  to  the  premium  costs  based 
on  the  methodology  in  the  Charter.  Prior  to  1994,  the  City  did  not  contribute  to  the  cost  of  employee  dcpcndcnl 
medical  care.  Subsequently,  various  bargaining  units  negotiated  City  pick  up  of  a  portion  of  the  premium 
costs.  Typically  this  has  been  a  flat  amount.  SEUI  for  example  has  negotiated  a  $225  month  City  contnbulion 
provision  for  dependent  medical  care  plus  the  City  picks  up  the  entire  cost  of  the  premium  lor  smgle  employees. 
Overall  there  has  been  a  21%  increase  or  approximately  S60  million  in  City  contributions  to  employee  benefit 
plans  since  1995-96. 

The  analysis  in  a  report  prepared  in  1996  by  Towers  Perrin  for  the  Health  Service  System  Board,  made  some  of 
the  following  findings  regarding  the  methodology  required  by  the  Charter  as  well  as  administrative  practices: 

•  The  required  methodology  results  in  a  higher  average  amount  of  City  contribution  because  the  majonty  of 
comparison  counties  are  fi-om  the  Southern  part  of  the  State  where  medical  costs  tend  to  be  higher, 

•  In  effect,  the  City  has  ceded  determinafion  of  the  contnbution  of  the  cost  of  employee  medical  to  other 
California  counfies. 

•  Contribudons  for  Plan  I  are  much  more  heavily  subsidized  than  are  contnbutions  for  the  City's  HMOs. 

Regarding  the  last  finding,  the  analysis  identified  several  sources  from  which  Health  Plan  1  had  been  subsidized 
in  1996,  these  included: 

•  Interest  earnings  on  the  Trust  fiind  balance 

•  Trust  fund  principal  subsidies 

•  A  minimal  contribudon  by  HMO  employee  only  enrollees 

•  City  contribution  that  are  in  excess  of  the  HMO  employee  only  premium. 
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In  summary,  the  City  has  had  a  practice  of  subsidizing  employee  premiums  for  [  leahh  Flan  I  through  the 
utilization  of  "overpayments"  to  the  Health  Services  System  for  the  cost  of  some  employees  (employee  only 
coverage)  enrolled  in  HMOs.  While  these  payments  are  required  by  Charter,  Towers  Perrin  raised  the  issue  of 
whether  it  is  appropriate  to  charge  an  employee  contribution  for  HMO  employee  only  coverage  even  if  the 
HMO  employee  only  premium  is  less  than  the  City's  employee  only  contribution.  HMO  premiums  have 
increased  resulting  in  significantly  smaller  retained  earnings  for  the  System.  In  the  1 998-99  Fiscal  ^'car  the 
only  subsidy  by  the  Health  System  for  Plan  I  will  be  the  $2  million  from  interest  earnings. 


What  has  been  the  past  practice  for  meet  and  confer  on  health  plan  benefits  and  costs? 

The  Department  of  Human  Resources  contends  in  general  that  contributions  U)  licalih  benefit  coverage  arc 
subject  10  contract  negotiation  but  that  the  rate  setting  function  is  solely  a  fiduciar}  obligation  held  by  the 
Health  Services  Board  that  has  not  been  subject  to  meet  and  confer  in  the  past.    Major  policy  shifts  such  as 
providing  coverage  to  domestic  partners  has  been  identified  as  an  issue  that  required  meet  and  confer 
obligations.  According  to  Ann  Sommercamp,  Deputy  Director  of  Human  Resources,  the  Health  System  did  not 
meet  and  confer  with  unions  at  the  time  the  Aetna  plan  was  discontinued.  The  City  did  meet  and  confer 
regarding  dependent  care  pick  up  with  each  unit  during  contract  negotiations,  but  there  is  not  standardized 
poHcy  in  that  area.  No  union  requested  to  meet  and  confer  prior  to  the  adoption  of  new  health  plan  rates  by  the 
Health  Services  Board  for  1998-99. 

The  Department  of  Human  Resources  plans  on  holding  an  informational  meeting  with  SEIU  regarding  the 
structure  and  financing  of  the  Health  Plan,  but  does  not  consider  this  to  be  a  meet  and  confer  session. 

What  are  the  impacts  of  not  adopting  the  ordinance  prior  to  July  1,  1998? 

The  existing  section  of  the  Administrative  Code  regarding  health  plan  rates  will  expire  on  June  30,  1998. 
Failure  to  adopt  new  rates  would  in  essence  freeze  rates  at  the  current  level.  .According  to  the  City  .Attorney's 
Office,  the  would  not  have  authority  to  collect  the  new  level  of  contribution  from  emplo\  ees  unless  the 
ordinance  is  adopted.  Therefore  the  impact  of  not  adopting  the  ordinance  by  July  1 ,  1 998  would  result  in 
insufficient  funding  of  the  Health  Service  System.  This  would  likely  result  in  higher  cost  contributions  for 
members  in  all  plans  since  the  System  is  required  to  fund  it's  own  expenses  and  operations.  The  City  may  be 
able  to  retroactively  collect  employee  contributions  if  the  ordinance  is  not  appro\  cd  b\  .Iul>  1   but  is  adopted 
subsequently,  with  a  July  1"  effective  date.  The  Charter  prohibits  the  City  from  appropnaiip.g  additional  funds 
for  the  health  system  and  the  Meyers-Milias-Brown  Act  precludes  the  City  from  discontinuing  health  plan 
coverage  to  it's  employees  without  meeting  and  conferring,  leaving  few  options  if  the  ordinance  is  not  adopted. 


RECOMMENDATIONS/OPTIONS: 

RECOMMENDATION:  The  following  recommendation,  does  not  preclude  action  on  the  foUowmg  options. 

1.  Recommend  the  Committee  approve  the  proposed  ordinance  which  follows  the  previous  policy  of  the 
Board  and  the  requirements  of  the  City  Charter.  Failure  to  adopt  the  ordinance  by  July  1 "  could  result  in 
insufficient  funding  of  the  Health  Service  System. 
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OPTIONS: 

1.  Request  Health  Service  System  to  conduct  a  mid-year  actuarial  analysis  lo  dclcmiinc  if  rales  could  be 
adjusted  downward  for  Health  Plan  I. 

2.  Request  the  Employee  Relations  Division  to  recommend  other  steps  to  mitigate  effects  of  this  uicreascd 
employee  contribution  for  Health  Plan  I.  However  it  is  likely  that  these  could  be  impleniented  u  iihin  the 
next  12  months. 

3.  Direct  the  Health  Service  System  to  develop  recommendations  on  restructuring  health  plans  and  pricing 
structures  that  provide  comparable  benefit  packages  to  employees  as  found  in  other  jurisdictions  and  that 
control  City  costs  as  was  intended  by  the  Charter. 


Analysis  prepared  by:  Gail  Feldman 
(415) 554-7788 
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Summary  of  Requested  Action: 


JUN  3  0  1998 
SAN  FRANCISCO 


PUBLIC  LIBRARY 

By  adding  Chapter  80  (Sections  80. 1  through  80.9)  to  the  San  Francisco  Administrative  Code,  this 
measure  would: 

L  Require  oil  refining  companies  to  incrementally  relinquish  control  of  gasoline  service  stations  in 
the  City  and  County  of  San  Francisco  and  ultimately  prohibit  refining  companies  trom  owning  or 
operating  any  gasoline  service  station  on  or  after  1/1/2000.  This  policy  is  commonly  referred  to  as 
"divorcement." 

2.  Require  oil  refiners  to  allow  dealers  of  their  branded  gasoline  to  purchase  fuel  from  any  location, 
or  through  any  vendor,  in  that  refiner's  wholesale  fuel  network. 

3.  Prohibit  oil  companies  from  charging  service  station  operators  difiering  wholesale  prices 
Policy  Question: 

1.  Should  the  City  prohibit  specified  companies  from  controlling  and  or  operating  certain  retail 
businesses? 

2.  Should  the  City  prohibit  specified  companies  from  establishing  contractual  agreements  with  the 
distributors  of  their  product  as  to  how  the  product  will  be  delivered'^ 

3.  Should  the  City  dictate  the  pricing  structure  specified  companies  establish  for  the  sale  of  their 
product? 

Current  Law: 

While  there  are  a  number  of  state  and  federal  laws  dealing  with  the  marketing  of  moiov  fuel  and'or  the 
relationship  between  major  oil  companies  and  service  station  dealers,  there  do  not  appear  to  be  any  state 
or  federal  laws  which  directly  prohibit  refinery  operation  of  serv  ice  stations,  nor  do  there  appear  to  be 
any  state  or  federal  laws  which  directly  regulate  the  wholesale  or  retail  price  of  motor  fuel,  or  the 
distribution  agreements  between  refiners  and  service  stations.  Additionally,  there  do  not  appear  to  be 
any  statutes  which  directly  prohibit  local  jurisdictions  from  imposing  regulatory  control  in  these  policy 
areas 

However,  there  is  considerable  debate  on  the  whether  existing  price  discrimination  laws  preempt 
provisions  of  this  ordinance  prohibiting  zone  pricing. 

An  in-depth  discussion  of  these  existing  laws  can  be  found  in  "Policy  Issue  ^6"  below 
Proposed  Legislative  Action 
This  measure  would: 

1.  Make  findings  that  (a)  address  the  importance  of  motor  vehicle  transportation  in  the  lives  of  San 
Franciscans,  (b)  declare  the  relatively  high  retail  price  of  gasoline  in  San  Francisco,  (c)  suggest 
that  the  relatively  high  price  of  gasoline  in  San  Francisco  is  due  to  artificially  high  wholesale 
prices  charged  by  refmers,  and  (d)  declare  that  higher  gas  prices  and  the  practices  by  refiners 
resulting  in  higher  gasoline  prices  are  injurious  to  the  general  health,  safety  and  w  elfare  of  San 
Franciscans. 
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2.  Prohibit  any  oil  company  from  owning  or  operating  any  new  or  additional  retail  ser\  ice  stations 
on  or  after  1/1/98. 

3.  Incrementally  require  refiners  to  relinquish  ownership  and/or  the  operation  of  service  stations 
within  the  City  and  County  of  San  Francisco.  By  1/1/99,  refiners  would  be  required  to  relinquish 
control/operation  of  at  lease  one-half  (1/2)  of  the  service  station  the  refiner  owned  or  operated  on 
1/1/98.  By  1/1/2000,  refiners  would  be  required  to  relinquish  control/operation  of  any  and  all 
service  stations  in  the  City  and  County  of  San  Francisco. 

4.  Provide  an  exception  to  the  divorcement  provisions  by  allowing  refiners  to  operate  serv  ice 
stations  after  1/1/2000  for  90  days  under  specified  circumstances 

5.  Prohibit  oil  companies  from  charging  service  station  operators  differing  w  holesale  prices  at  the 
same  tanker  truck  loading  terminal  unless  the  difference  is  related  to  the  actual  cost  of  doing 
business.  "Tanker  truck  loading  terminal"  refers  to  the  location  at  which  gasoline  is  sold  at 
wholesale  and  loaded  onto  tanker  trucks  that  transport  the  fuel  to  ser\  ice  stations 

6.  Require  refiners  to  allow  retail  dealers  of  the  refiner's  branded  gasoline  to  purchase  the  branded 
gasoline  from  any  location,  or  through  any  vendor,  in  that  refiner's  wholesale  fuel  network 

7.  Prohibit  refiners  from  setting,  controlling  or  economically  influencing  the  retail  prices  and  profit 
margins  of  service  stations  operators. 

8.  Specify  that  this  ordinance  will  not  effect  the  provisions  of  the  San  Francisco  Planning  Code 
requiring  Planning  Commission  or  Zoning  Administrator  approval  of  the  conversion  of  a  scr\  ice 
station  to  another  use. 

9.  Provide  that  the  ordinance  would  be  enforceable  by  local,  county  or  state  prosecutors. 

10.  Provide  that  the  maximum  penalty  for  a  violation  of  this  ordinance  would  be  a  misdemeanor 
punishable  by  a  fine  not  to  exceed  $500  or  by  imprisonment  in  the  county  jail  for  up  to  six 
months  or  both  fine  and  imprisonment. 

11.  Provide  any  private  person  the  right  to  bring  civil  action  under  the  provision  of  this  measure 
Background  and  Discussion: 

IS  THERE  A  RELATIVELY  HIGHER  RETAIL  PRICE  FOR  GASOLINE  IN  THE  SAN 
FRANCISCO  BAY  AREA.  Based  on  price  comparisons  compiled  by  independent  petroleum 
consultant,  Tim  Hamilton,  San  Francisco  has  seen  higher  prices  for  retail  gasoline  relative  to  the  Los 
Angeles  area  throughout  the  past  fifteen  month  period  (see  the  attached  Chm  1  )  Price  comparisons 
where  conducted  every  two  weeks  from  January  10,  1997  to  March  6,  1 9^^S  The  obser\'ed  price 
differential  ranged  from  a  low  of  $.01  per  gallon  (August  22,  1997  and  September  19.  1997)  to  a  high 
of  $0.29  per  gallon  (March  6,  1998).  It  should  be  noted  that  of  the  29  price  comparison  days,  the  price 
differential  rarely  dropped  below  $.08  per  gallon  (on  only  7  of  the  29  comparison  dates)  The  average 
differential  for  the  15  month  period  was  approximately  $.10  per  gallon.  The  mode  and  median  price 
differential  was  also  $.10  per  gallon. 

When  looking  at  the  price  differential  since  the  beginning  of  1 998.  we  see  a  much  different  ston.-  Since 
the  beginning  of  this  year,  the  higher  price  differential  of  gas  sold  in  San  Francisco  relative  to  Los 
Angeles  has  continually  increased  from  $.16  per  gallon  on  Januarv  9.  1998  to  S  29  per  gallon  on  March 
6,  1998.  The  average  higher  price  paid  for  gasoline  in  San  Francisco  since  the  first  of  the  year  has  been 
approximately  $.22  per  gallon. 

WHAT  ARE  THE  FORCES  DRIVING  THESE  HIGHER  PRICES'!'  Proponents  (led  by  the  Automotive 
Trade  Organizations  of  California)  of  this  measure  argue  that  the  higher  relative  price  of  gasoline  in  San 
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Francisco  is  driven  by  anti-competitive  practices  conducted  by  oil  companies  in  San  Francisco  gasoline 
retail  market. 

The  opponents  of  this  measure  (led  by  the  Western  States  Petroleum  Association),  instead  argue  that  the 
relative  price  differential  is  the  result  of  lack  of  competition  resulting  from  the  barriers  to  entr\'  that 
exist  in  entering  the  gasoline  retail  business  in  San  Francisco  and  the  relatively  high  cost  of  doing  anv 
type  of  business  in  the  City. 

PROPONENTS:  ANTI-COMPETITIVE  FORCES  RESULT  IN  ARTIFICIALLY  IIIOHHR  PRICI- 
The  anti-competitive  practices  that  the  proponents  argue  lead  to  artificially  higher  prices  arc  closed 
supply,  zone  pricing  and  vertical  integration.  The  following  is  a  brief  discussion  of  each 

Closed  supply.  Current  petroleum  industry  contracts  limit  a  gasoline  retail  dealer's  abilitv  to 
purchase  branded  fuel  from  sources  other  than  the  local  wholesale  distributor  This  practice 
permits  oil  companies  to  charge  station-specific,  neighborhood-specific  or  City-specific  wholesale 
prices  that  need  not  reflect  broader  wholesale  market  conditions. 

For  example,  if  a  San  Francisco  lessee  station  dealer  of  a  given  branded  gasoline  fmds  that  a 
Stockton  wholesale  distributor  of  the  same  branded  gasoline  is  offering  the  branded  gasoline  at  a 
price  so  low  that  the  dealer  could  pay  the  added  transportation  costs  and  still  otTer  the  gasoline  at 
a  lower  retail  price  than  if  the  dealer  purchased  the  gasoline  from  the  local  wholesaler,  under 
current  business  operation  agreements,  the  dealer  is  prohibited  from  purchasing  from  the  Stockton 
provider  and  passing  the  saving  onto  the  consumer. 

This  proposed  ordinance  would  apply  free  market  principles  to  the  wholesale  distribution  of 
gasoline  in  San  Francisco  by  requiring  refiners  to  allow  retail  dealers  of  the  that  refiner's  branded 
gasoline  to  purchase  gasoline  from  any  location  or  through  any  vendor  in  the  refiners  wholesale 
fuel  network. 

COUNTER-ARGUMENT  -  CURRENT  DISTRIBUTION  SYSTEM  PROTEC  TS  DLALERS 
AND  IMPROVES  DELIVERY  EFFICIENCY.  Major  oil  companies  argue  that  the  bill  will 
disrupt  the  present  retail  distribution  system  for  gasoline  products  that  allow  for  greater 
efficiencies.  They  state  that  these  greater  efficiencies  result  in  lower  prices  and  reliable  supplv 
which  are  due  to  the  major  investments  that  have  been  made  in  transportation  and  distribution 
systems. 

They  argue  that  this  proposed  ordinance  would  undermine  these  benefits  by  interfering  with 
existing  contractual  relationships.  They  further  contend  that  refiners  would  no  longer  be  able  to 
enter  into  agreements  that  create  stable  dependable  outlets  in  which  they  have  a  vested  interest  in 
ensuring  survive.  This  would  remove  the  major  reason  that  refiners  have  to  support  lessee  ser%-ice 
stations  and  other  retail  outlets,  possibly  causing  their  elimination. 

Wholesale  price  differentials  or  zone  pricing.  Proponents  of  this  proposed  ordinance  argue  that 
oil  companies  set  wholesale  prices  through  a  complex  set  of  pricing  zones  w  hich  exert  significant 
control  over  retail  prices.  They  argue  that  the  companies  draw  zones  between  which  they  charge 
different  prices  on  a  community-by-community,  neighborhood-by-neighborhood,  or  even  a 
station-by-station  basis.  The  oil  companies  can  then  set  the  zone  price  for  each  zone  at  the  tanker 
truck  loading  terminal.  The  retailer  must  purchase  the  gas  at  that  wholesale  price  due  to  the 
wholesale  purchasing  obligation  explained  above  which  prohibit  retail  dealers  from  purchasing 
their  supply  of  gasoline  from  any  source  other  than  the  local  distributor 

The  proposed  ordinance  would  ban  wholesale  price  differentials  When  delivering  gasoline  to 
service  stations  from  the  same  loading  terminal,  oil  companies  would  be  limited  to  setting  only 
one  price  for  wholesale  gasoline  and  then  only  add  to  the  price  the  actual  additional  cost  of 
delivering  the  fuel. 

COMPANIES  ARGUE  THAT  ZONE  PRICING  .ALLOW  S  DEALERS  TO  REMAIN 
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COMPETITIVE  -  ELIMINATION  WOULD  RESULT  IN  LOST  JOILS  WD  HIGHER  PRICES 
Rather  than  using  zone  pricing  to  force  station  operators  to  charge  (iiuficr  prices,  the  oil 
companies  assert  that  they  employ  zone  pricing  to  allow  retailers  to  ofier  lower  prices  and  remain 
competitive  in  areas  of  high  competition.  If  zone  pricing  is  eliminated,  it  is  argued  that  the 
companies  would  not  longer  be  able  to  offer  lower  prices  in  more  competitive  areas  and  the  prices 
would  raise  and  stabilize  at  a  higher  overall  level. 

They  also  assert  that  by  prohibiting  the  companies  from  offering  lower  w  holesale  prices  to 
stations  that  are  having  trouble  competing  at  a  higher  wholesale  price,  the  station  is  at  risk  of 
going  out  of  business.  If  the  station  closes  its  doors,  San  Francisco  would  experience  a  loss  of 
jobs  and  possibly  an  increase  in  prices  due  to  the  tightening  of  competition 

Vertical  integration.  Vertical  integration  is  a  practice  whereby  oil  companies  can  control  the 
price  of  gasoline  from  the  ground  to  the  pump  by  (1)  extracting  caide  oil,  (2)  refining  it  into 
gasoline,  (3)  delivering  the  gasoline  to  retail  outlets,  and  (4)  setting  the  price  the  gasoline  is 
offered  at  the  retail  level  through  contractual  agreements  with  the  retail  operator  or  by  actually 
operating  the  retail  outlet. 

The  proponents  argue  that  in  areas  where  there  are  a  significant  number  of  serv  ice  stations 
operated  or  controlled  by  a  specific  company,  the  retail  price  for  a  large  portion  of  the  serv  ice 
stations  in  the  area  is  established  by  one  entity,  the  company.  They  go  on  to  argue  that  the  oil 
companies  use  their  wholesale  pricing  power  to  charge  franchise  or  lessee  dealers  prices  that  force 
them  to  meet  the  retail  prices  the  oil  companies  charge  at  their  company  operated  stations 

In  an  October,  1997,  hearing  of  the  State  Senate  Energy,  Utilities  and  Communications 
Committee,  the  independent  service  station  associations  stated  that  some  maior  oil  comp.inicN  are 
engaged  in  a  deliberate  campaign  to  replace  franchisee  operations  with  compan\ -o\Mied  ^eI  .  i.c 
stations.  One  important  tool  in  this  effort  seems  to  be  lease  agreements  which  limit  the  amount 
that  franchisees  can  make  from  the  operations  of  the  station.  The  associations  state  that  these  lease 
agreements  can  severely  reduce  the  market  value  of  the  franchise  and  act  as  an  inducement  for  the 
franchisee  to  sell  the  franchise  back  to  the  company. 

The  associations  also  charged  that  company  operated  stations  have,  in  some  cases,  been 
subsidized  using  station-specific  prices  to  be  able  to  offer  gasoline  at  prices  that  force  adjacent 
franchisees  of  the  same  company  to  operate  at  a  loss.  The  association  believes  that  a  further  loss 
of  franchise  dealers  would  enhance  the  ability  of  the  oil  companies  to  shield  pricing  in  regional 
gasoline  markets  from  normal  market  forces. 

In  an  effort  to  reverse  this  trend,  this  proposed  ordinance  would  require  the  "divorcement"  of 
service  stations  from  oil  companies  and  ultimately  prohibit  oil  companies  from  operating  retail 
service  stations  and  controlling  retail  fuel  prices  through  any  tvpe  of  contractual  agreement 

OPPONENTS  ARGUE  THAT  THE  SAN  FRANCISCO  MARKET  HAS  FEW 
COMPANY-OPERATED  STATIONS.  The  Western  State  Petroleum  Association  provided 
figures  showing  the  only  6  of  the  123  service  stations  in  San  Francisco  are  company  operated 
(5%).  With  such  a  small  portion  of  the  market  being  comprised  b\  company  operated  stations,  the 
industry  questions  their  ability  to  overwhelmingly  influence  retail  prices  with  such  a  small 
relative  share  of  the  retail  market.  They  argue  that  with  such  a  small  share  of  the  market,  they 
must  price  their  company  operated  stations  to  be  competiti\  e  w  ith  their  own  dealers  and  the 
retailers  of  competing  oil  companies. 

OPPONENTS  ARGUE  THAT  DIVORCEMENT  REDUCES  COMPETITION  RESITTING  IN- 
INCREASED  PRICES.  The  free  market  system  allows  anv  group  or  individual  to  offer  goods  and 
services  for  sale.  One  of  the  basic  tenets  of  economics  stipulate  that  the  greater  the  number  of 
competitors  in  a  free  market,  the  lower  the  prices.  In  most  competitive  markets,  price  competition 
is  a  major  factor  in  attracting  customers.  If  there  are  only  a  few  competitors  in  a  given  market, 
price  is  not  as  an  important  factor  in  attracting  customers.  However,  as  competition  grows,  price 
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distinction  becomes  a  greater  factor. 

In  a  completely  free  market,  the  exclusion  of  any  group  or  indi\  idual  from  entering  and  operating 
in  a  given  market  in  which  they  would  otherwise  operate,  limits  com[)ctitu)n  If  the  basic  tenets  of 
competitive  markets  addressed  above  hold  true,  then  it  follous  that  this  reduction  in  competition 
would  result  in  increased  prices  as  there  are  fewer  purchasing  options  avaUable  to  the  consumer 

The  oil  industry  argues  that  by  prohibiting  them  from  owning  and  operating  gasoline  retail 
outlets,  divorcement  eliminates  an  entire  class  of  competitors,  thereby,  reducing  purchasing 
options  which  leads  to  higher  prices. 

ANALYSIS  OF  THIS  ASSERTION:  This  would  hold  true  if  it  could  be  shown  that  the 
competitors  that  were  being  removed  for  the  market  ( 1 )  would  not  be  replaced  by  other 
competitors  or  (2)  had  offered  a  product  distinction  that  others  could  not  provide  In  this  case,  it 
would  be  hard  to  prove  that  the  stations  currently  operated  by  companies  would  close  and  no 
other  competitors  would  assume  operation  of  the  vacant  stations 

In  fact,  the  proponents  of  divorcement  would  argue  that  the  opposite  would  occur.  For  example. 
Chevron  currently  operates  three  (3)  service  stations  in  San  Francisco.  If  they  were  forced  to 
cease  operation  of  these  stations,  there  is  the  possibility  that  the  operation  of  three  stations  would 
be  assumed  by  three  different  dealers,  thereby,  increasing  competition.  However,  there  is  the 
possibility  that  the  operation  of  all  three  stations  would  be  assumed  by  a  single  dealer  that  alreadv 
operates  multiple  stations  in  San  Francisco.  In  such  a  case,  competition  would  decease 

OPPONENTS:  LACK  OF  COMPETITION,  COST  OF  DOING  BUSINESS,  OPPOR  ^lMT^•  C  OSTS 
RESULT  IN  HIGHER  PRICES.  The  opponents  argue  that  the  higher  price  of  gasoline  in  San  Francisco 
is  due  to  the  following: 

Lack  of  competition.  The  oil  industry  argues  that  one  of  the  major  reasons  San  Francisco  gas 
prices  are  higher  than  other  California  cities  is  because  of  the  relatively  fewer  stations  that  exist  in 
the  City.  There  are  1.5  retail  gasoline  stations  per  10,000  residents,  compared  to  2  7  stations  per 
10,000  residents  in  Los  Angeles.  As  discussed  above,  one  of  the  basic  tenets  of  economic 
stipulates  that  the  greater  the  number  of  competitors  in  a  free  market,  the  lower  the  prices  With 
the  relatively  fewer  amount  of  stations  per  capita,  the  oil  companies  argue  that  economic  theor>- 
would  predict  higher  prices  within  a  free  market. 

While  these  figures  appear  to  be  correct,  it  is  interesting  to  note  the  reduction  in  the  number  ^^t' 
retail  stations  operating  in  the  Bay  Area.  According  to  the  Bay  Area  Air  Qualitv  Management 
District  (BAAQMD)  there  were  3309  retail  gas  stations  in  the  Bay  Area  in  1978,  currently  there 
are  1420.  This  decrease  in  service  stations  has  not  necessarily  resulted  in  a  commensurate 
reduction  the  number  of  gas  dispensing  nasals. 

According  to  BAAQMD  personnel,  the  common  Bay  Area  gas  station  in  I  ^)~S  ccMitaincd  ^  to  8 
dispensing  nozzles.  Today,  stations  commonly  have  24  to  36  nozzles  per  station,  therein . 
allowing  more  drivers  to  be  serviced  at  fewer  stations.  The  follow mg  is  data  generated  b\  the 
BAAQMD  presenting  this  information  in  table  form: 
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High  costs  of  doing  business.  The  Western  States  Petroleum  Association  commissioned 
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Kosmont&  Associates  to  provide  an  economic  assessment  oi'iUc  costs  of  developing  retail 
gasoline  outlets  in  various  California  jurisdictions,  inclucliiiii  Scui  I  rancisco 

The  study  reviewed  issues  including  (i)  zoning  and  land  use  regulations,  (ii)  environmental 
regulations,  (iii)  entitlement  process  and  time  requirements,  and  (iv)  building  department  and 
construction  issues.  Kosmont  &  Associates  found  "that  there  are  substantially  higher  land 
development  costs  in  San  Francisco,  than  in  Southern  California  " 

The  study  provides  a  comparative  analysis  of  the  cost  of  service  station  development  m  San 
Francisco  relative  to  Los  Angeles  and  Orange  Counties.  The  study  found  that  in  San  Francisco 
"costs  associated  with  land  acquisition  are  almost  100%  higher,     while  overall  construction  costs 
are  15%  higher."  Consequently,  few  new  stations  are  built  which  limits  competition  .According  to 
the  BAAQMD,  new  gasoline  station  construction  in  San  Francisco  has  been  relatively  low 
Records  show  that  the  Air  District  issued  6  new  permits  in  the  last  10  years. 

The  study  contends  that  intense  urban  development  and  the  scarce  supply  of  readily  available  land 
for  development,  make  gasoline  prices,  along  with  home  prices  and  the  overall  cost  of  li\  ing 
higher  in  San  Francisco  than  in  Southern  California. 

Opportunity  costs.  In  a  completely  free  market,  the  owner  of  property  is  free  to  use  that  property 
for  any  use  the  owner  chooses.  In  economic  theory,  it  is  assumed  that  the  property  owner  will  use 
the  property  in  such  a  fashion  that  will  maximize  profit. 

Under  current  City  law,  it  is  difficult  for  property  containing  ser\  ice  stations  to  be  redeveloped 
into  another  use.  Consequently,  the  property  owner  of  a  parcel  on  which  a  serv  ice  station 
currently  exists  cannot  change  the  use  of  the  property  in  order  to  take  acl\  antaue  of  a  use  that 
could  realize  greater  economic  return.  Therefore,  due  to  City  regulaiK)ns.  there  could  be  an 
opportunity  cost  associated  with  owning  property  containing  a  gasoline  ser\  ice  station  This 
places  pressure  on  rent  prices  which  are  passed  on  to  the  consumers  through  higher  gas  prices 

The  oil  industry  argues  that  the  opportunity  costs  associated  with  service  stations  is  one  of  the 
reasons  there  are  so  few  stations  in  San  Francisco.  The  inability  to  change  property  use  out  of  the 
service  station  business  places  financial  burden  on  property  owners  where  retail  gasoline  ser\.  ices 
are  not  the  best  economic  use  for  the  property.  Therefore,  property  owners  are  reluctant  to  allow 
their  property  to  be  used  for  service  station  operations  as  they  will  have  difficulty  in  converting 
the  property  to  another  use  in  the  future. 

Policy  Issues: 

1.  APPROPRIATE  ROLE  OF  GOVERNMENT  IN  THE  FREE  MARKET  When  is  it  appropriate 
for  government  to  exert  control  over  the  participation,  pricing  structure  and  other  business 
practices  of  a  given  industry? 

The  proposed  ordinance  exerts  substantial  control  over  participation  in  the  gasoline  retail 
business.  It  also  limits  the  ability  of  oil  companies  to  make  wholesale  pricine  decisions  and 
regulates  how  oil  companies  deliver  their  product  to  distribution  centers 

There  is  precedence  for  government  to  exert  this  type  of  control  in  the  market  system  This 
primarily  occurs  when  a  good  or  service  is  viewed  as  a  utility  or  \\  hen  it  is  determined  that  the 
market  is  conducive  to  monopolistic  practices. 

Evidence  suggests  that  the  wholesale  gasoline  pricing  and  distribution  system  in  not  a  purely  'Tree 
market"  in  the  San  Francisco  area.  It  appears  that  there  is  no  price  competition  within  the 
wholesale  market  for  branded  gasoline.  Once  a  retailer  enters  into  a  contract  to  sell  a  specific 
branded  gasoline,  that  retailer  is  required  to  purchase  their  supply  of  gasoline  from  only  one 
designated  tanker  truck  terminal. 
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Furthermore,  these  contractual  obligations  allow  oil  companies  to  charge  different  prices  to 
stations  within  the  same  area  through  "zone  pricing"  as  retailers  are  denied  the  opportunity  to 
shop  around  for  a  cheaper  price  that  may  be  offered  in  another  location  or  by  another  wholesaler 

The  only  entities  that  are  free  to  shop  around  for  the  best  price  are  independent  dealers  that  arc 
not  associated  with  branded  companies.  Due  to  the  fact  that  there  are  so  few  independent  dealers 
in  San  Francisco,  the  independents  have  a  very  limited  effect  on  the  market 

Does  the  Board  believe  that  the  high  price  of  gasoline  in  San  Francisco  relative  to  Los  Angeles  is 
due  to  monopolistic-like  practices  that  result  in  prices  that  would  not  be  as  high  in  a  free 
wholesale  market? 

If  the  answer  to  this  question  is  yes,  then  there  is  precedence  tor  government  to  regulate  an 
industry  with  the  potential  to  implement  these  characteristics  --  some  examples  include  cable 
television,  residential  natural  gas,  and  solid  waste  disposal 

2.  HOW  MANY  STATIONS  DO  THE  OIL  COMPANIES  CONTROL  '  One  of  the  basic 
components  to  support  the  accusation  that  a  given  company  or  individual  controls  the  price  at  the 
retail  market  level,  is  to  prove  that  that  entity  controls  a  substantial  number  of  retail  outlets  In  the 
case  of  retail  stations  in  San  Francisco,  the  number  of  company  operated  retail  stations  is  minimal 
at  5%. 

However,  the  Automotive  Trade  Organizations  Association  suggests  that  while  the  oil  companies 
do  not  actually  operate  a  large  number  of  stations,  they  do  have  direct  control  over  the  actual 
retail  price  of  the  gasoline  offered  at  branded  stations.  It  is  suggested  that  the  companies  enter  into 
contractually  agreements  with  the  operators  of  retail  stations  that  require  the  operator  to  ofFer  the 
price  set  by  the  oil  company. 

The  Board  may  want  clarification  from  oil  industry  representatives  if  these  type  of  contractual 
agreements  exist,  and  if  so,  the  number  of  stations  currently  operating  under  this  type  of 
agreement. 

3.  WELL  THIS  ORDINANCE  ACHIEVE  ITS  GOAL  -  LOWER  GAS  PRICES  IN  SAN 
FRANCISCO?  The  major  stated  goal  of  the  proponents  of  this  ordinance  is  low  gas  prices  in  San 
Francisco.  There  are  a  number  of  studies  examining  the  effects  of  similar  measures  that  have  been 
implemented  in  other  areas,  including  the  jurisdictions  described  in  ^4  below  The  results  of  these 
various  studies  are  conflicting.  Some  studies  show  that  "divorcement"  laws  have  resulted  in  low^er 
gas  prices,  while  other  show  that  they  have  increased  ov  erall  prices. 

Many  of  the  other  "divorcement"  measures  do  not  contain  all  the  provisions  contained  in  the 
proposal  before  the  Board,  therefore,  it  is  extremely  difficult  to  rely  on  past  studies  to 
conclusively  determine  whether  or  not  the  ordinance  will  result  in  lower  gasoline  prices 

4.  OTHER  AREAS  WITH  "DIVORCEMENT"  MEASURES  ENACTED  Other  areas  that  have 
enacted  measure  containing  provisions  similar  to  provision  contained  in  the  proposed  ordinance 
include; 

o  State  of  Maryland 
o  State  of  Nevada 
o  State  of  Connecticut 
o  State  of  Virginia 
o  State  of  Delaware 
o  State  of  Hawaii 
o  Washington  DC 

5.  ENFORCEMENT  ISSUES.  The  fine  for  violation  of  this  ordinance  is  S500,  six  months  in  the 
county  jail,  or  both.  It  is  hard  to  imagine  that  a  S500  fine  would  serve  as  a  great  deterrent  to 
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companies  the  size  of  the  oil  companies  operating  in  the  San  Francisco  market 

The  one  apparent  deterrent  contained  in  the  ordinance  is  the  possibility  of  sending  a  high  ranking 
company  executive  to  county  jail.  However,  it  seems  it  would  be  hard  to  place  an  executive  in  jail 
based  on  the  provisions  of  this  measure. 

How  would  the  pricing  discriminations  provisions  be  enforced*^  Which  agency  would  monitor  the 
price  charged  to  the  various  service  stations  and  who  would  calculate  the  actual  transponation 
costs  for  delivery  from  the  terminal  to  station? 

6.  DO  EXISTING  LAWS  PREEMPT  THIS  ORDINANCE'^  There  are  a  number  of  state  and  federal 
laws  dealing  with  the  marketing  of  motor  fuel  and/or  the  relationship  between  maior  o\\ 
companies  and  service  station  dealers.  These  include: 

o  Chapter  14  of  Division  5  of  the  California  Business  and  Professions  Code  which  establishes 
various  rules  regulating  the  business  operations  of  service  stations  (i.e.  false  advertising, 
posting  of  business  hours,  gasoline  standards,  and  price  indicators  on  dispensers)  This 
section  of  the  law  does  not  prohibit  or  restrict  refiner  operation  of  ser\'ice  stations. 

o  Chapter  7.5,  Division  8  of  the  California  Business  and  Professions  Code  deals  with  the 
termination  and  non-renewal  of  service  stations  franchises,  however,  does  not  prohibit  or 
restrict  refiner  operation  of  service  stations. 

o  The  California  Franchise  Disclosure  Law  (Corporations  Code  3 1000  et  seq.)  which  require 
a  franchiser  to  make  specified  disclosures  to  a  franchisee  when  a  franchise  is  sold 

o  Division  7.8  of  Division  8  of  the  Business  and  Professions  requiring  franchise  fair 
practices. 

o  Chapter  7.9  of  Division  8  of  the  California  Business  and  Professions  Code  specifies  the 
circumstances  under  which  a  service  station  may  be  closed  during  late  night  and  early 
morning  hours.  This  section  does  not  prohibit  the  operation  of  a  serv  ice  station  by  an  oil 
company  nor  does  it  mention  motor  fuel  pricing  or  wholesale  distribution. 

o  Chapter  8  of  Division  8  of  the  California  Business  and  Professions  Code  prohibits  price 
discrimination  in  the  sale  of  gasoline  and  oil,  when  the  discrimination  injures  competition. 

o  There  are  a  number  of  state  and  federal  antitrust  laws  which  deal  with  vertical  price  fixing 
and  restraints  on  trade. 

There  do  not  appear  to  be  any  state  laws  which  directly  prohibit  refiner  operation  of  serv  ice 
stations,  directly  regulate  the  wholesale  or  retail  price  of  motor  fuel,  or  directly  regulate  the 
distribution  agreements  between  refiners  and  service  stations;  however,  it  is  unclear  as  to  whether 
existing  price  discrimination  laws  preempt  the  zone  pricing  provisions  of  this  ordinance 

The  Board  may  wish  to  seek  a  City  Attorney's  opinion  on  this  question. 

7.  EFFECTIVE  DATE.  The  de  facto  effective  date  of  this  ordinance  would  be  1/1/98  as  that  is  when 
the  ordinance  prohibits  any  oil  company  from  assuming  the  operation  of  any  new  or  additional 
retail  service  stations  in  the  City.  Does  the  Board  wish  to  make  this  measure  retroactive'^ 

Also,  the  measure  requires  oil  companies  to  relinquish  control  of  50°  o  of  their  current  retail 
holdings  by  1/1/99  and  all  of  their  holdings  1/1/2000.  The  earliest  this  measure  could  become 
effect  is  mid-June.  Does  the  Board  feel  this  is  an  adequate  amount  time.  The  Board  may  wish  to 
consider  amending  the  legislation  to  change  the  effective  dates  of  these  provisions  to  allow  a  year 
for  the  50%  deadline  and  two  years  for  the  final  deadline. 

8.  REGIONAL  EFFECT.  There  is  some  debate  as  to  whether  this  type  of  ordinance  can  be  efi'ected 
when  implemented  within  a  single  jurisdiction.  Some  economist  suggest  that  for  an  ordinance 
such  as  this  to  be  effective,  it  must  be  implemented  on  a  regional  basis  (see  discussion  of  San 
Diego  County's  experience  below).  With  this  in  mind,  the  Association  of  Bay  Area  Governments 
and  the  Bay  Area  Economic  Forum  are  currently  preparing  studies  on  the  issue  (it  is  anticipated 
that  Supervisor  Yaki  will  amend  this  proposal  in  Committee  to  stipulate  that  it  will  not  become 
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effective  unless  2/3  of  the  nine  (9)  Bay  Area  counties  adopt  similar  measures) 

9.  SAN  DIEGO  COUNTY  AND  MUNICIPALITffiS  CONSIDERING  REGIONAL 

IMPLEMENTATION  OF  SIMILAR  LEGISLATION  The  County  of  San  Diego  recently 
approved  a  county  ordinance  that  would  ban  oil  companies  from  operating  retail  service  station 
outlets  in  unincorporated  areas  of  the  county  by  2000  if  similar  legislation  is  approved  bv  enough 
of  the  county's  18  municipalities  to  constitute  at  least  two-thirds  of  the  county's  total  population. 

The  ordinance  includes  a  regional  component  because  of  the  minimal  number  of  stations  within 
the  unincorporated  areas  relative  to  those  in  incorporated  areas  -  stations  in  unincorporated  areas 
represent  12%  of  the  total  stations  in  San  Diego  County.  It  is  extremely  difTicult  for  such  a  small 
percentage  of  the  retail  market  to  affect  regional  practices.  The  county  believes  that  in  order  for 
the  ordinance  to  be  effective,  a  large  majority  of  stations  within  a  region  must  be  included  in  the 
provisions  of  the  measure. 

According  to  San  Diego  Supervisor  Ron  Roberts'  office,  the  requisite  number  of  cities  have 
approved  the  ordinance  and  it  would  be  expected  to  become  effective  in  2000.  However,  the 
County  of  San  Diego  has  decided  to  test  the  legal  validity  of  the  ordinance  before  it  becomes 
effective  by  requesting  a  declaratory  judgment  from  the  courts.  A  decision  in  this  matter  is 
expected  this  summer. 

10.  STATE  MEASURES.  There  are  currently  two  measures  before  the  California  State  Legislature 
dealing  with  this  issue  to  varying  degrees  -  Assembly  Bill  2228  (Davis)  and  House  Resolution  58 
(Sweeney). 

AB  2228  would  provide  that  nothing  in  state  law  invalidates  or  prohibits  a  local  ordinance 
regulating  competition  in  the  refining,  wholesale  or  retail  distribution,  pricing,  manufacturing,  or 
transporting  of  motor  vehicle  fuel  or  oil. 

HR  58  requests  that  the  California  Attorney  General,  in  cooperation  with  the  United  States 
Attorney  General,  United  States  Secretary  of  Energy,  and  the  Federal  Trade  Commission, 
investigate  "anti -competitive"  practices  in  the  oil  industry  and  in  the  retail  gasoline  marketplace 
It  also  requests  that  the  California  Attorney  General  report  the  findings  of  the  investigation  to  the 
Legislature  and  take  any  necessary  legal  actions  against  those  engaged  in  illegal  acts 

Two  measures  were  introduced  last  year  to  address  the  issue  of  oil  company  control  o\  er  the  retail 
price  of  gas.  They  were  SB  52  (Kopp)  and  SB  404  (Peace),  which  would  have  allowed  a 
franchised  gasoline  dealer  to  purchase  branded  gasoline  from  a  supplier  other  than  its  tVanchiser. 
Both  bills  were  defeated  in  the  Senate  last  year. 

Options: 

1 .  Approve  the  ordinance  in  its  current  form. 

2.  Amend  the  ordinance  to  change  deadlines  for  divorcement  as  outlined  in  "policy  issue  "      ab(v^  e 
and  approve  the  measure. 

3.  Delay  action  on  the  measure  until  the  Association  of  Bay  Area  Government  and  the  Bav  .Area 
Economic  Forum  have  completed  their  analysis  of  the  issue. 

4.  Delay  action  on  the  measure  until  a  decision  is  handed  down  on  the  declaraton,-  judgment 
requested  by  the  County  of  San  Diego. 

5.  Reject  the  ordinance. 

Prepared  by:  Jon  L.  Ballesteros  -  415/554-7787 
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SUMMARY  OF  PROPOSED  ORDINANCES: 

*  UNITS  REGULA  TED;  RENT  CALCULA  TIONS  (File  98-0950) 

The  proposed  ordinance  amends  Chapter  37  of  the  San  Francisco  Administrative  Code  to  include,  withm  the  San 
Francisco  Rent  Ordinance,  units  occupied  by  tenants  who  receive  tenant-based  rental  assistance  or  formerly  receiving 
project-based  rental  assistance  or  indirect  assistance  through  HUD-insured  mortgages.  This  legislation  also  provides 
guidelines,  under  the  San  Francisco  Rent  Ordinance,  that  regulate  the  applicability  of  rent  increase  limitations,  and 
requires  certain  notices  prior  to  rent  increases  or  evictions  for  rental  units  occupied  by  tenants  who  receive  tenant-based 
rental  assistance. 

*  HOUSING  DISCRIMINATION  (File  98-0951) 

The  proposed  ordinance  amends  Article  3?  of  the  San  Francisco  Police  Code  (Section  3304)  to  prohibit  housing 
discrimination  based  on  source  of  income  and  other  economic  discnmination.  This  measure  defines  "source  of  income" 
as  all  lawful  sources  of  income  or  rental  assistance,  including  governmental  or  nonprofit  assistance,  benefits  or  subsidies, 
income  from  a  rental  assistance  program,  homeless  assistance  program,  secunty  deposit  assistance  program,  and  housing 
subsidy  program.  This  legislation  also  prohibits  economic  discrimination  based  on  failure  to  account  for  any  rental 
payments  made  on  behalf  of  recipients  of  tenant-based  rental  assistance  on  the  same  basis  as  those  payments  made 
directly  by  other  tenants.  Also  prohibited  is  economic  discnmination  that  fails  to  account  for  the  aggregate  income  of 
unmarried  tenants  or  prospective  tenants  on  the  same  basis  as  the  aggregate  income  of  married  tenants  or  prospective 
tenants. 

CURRENT  LAW: 
HUD's  Provisions 

Current  federal  law,  under  the  Department  of  Housing  and  Urban  Development  (HUD)  allows  propertv  owners  to  evict 
tenants  who  live  in  subsidized  Section  8  units  for  "economic  reasons"  during  the  term  of  a  tenant's  lease  agreement. 
Economic  reasons  may  include  an  ovmer's  desire  to  sell  the  property,  renovate,  or  rent  the  unit  at  a  higher  rate. 

The  Fair  Employment  and  Housing  Act 

This  law  prohibits  housing  discnmination  based  on  race,  color,  religion,  sex,  mantal  status,  national  origin,  ancestry, 
familial  status,  or  disability. 

The  San  Francisco  Police  Code 

Provisions  in  the  San  Francisco  Police  Code  currently  prohibit  housing  discnmination  based  on  race,  religion,  color,  age. 
sex,  sexual  orientation,  gender  identity,  disability,  or  national  origin.  There  are  no  current  provisions  addressing  housing 
discrimination  based  on  source  of  income  or  rental  assistance  which  may  be  used  by  tenants  receiving  subsidized  renul 
assistance. 
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The  San  Francisco  Rent  Stabilization  and  Arbitration  Ordinance 

Current  provisions  in  the  San  Francisco  Rent  Stabilization  and  Arbitration  Ordinance  ("Rent  Stabilization  Ordinance) 
regulate  rental  units  in  San  Francisco,  except  units  that  are  controlled  or  regulated  by  a  governmental  agency,  unit  or 
authority.  The  Rent  Stabilization  and  Arbitration  Board  (the  "Rent  Board")  interprets  this  exception  to  include  units 
occupied  by  tenants  who  receive  tenant-based  rental  assistance  under  programs  such  as  the  Section  8  certifica'c  or 
voucher  program,  or  the  Housing  Opportunities  for  Persons  with  AIDS  ("HOPWA")  rental  assistance  program.  Because 
the  Rent  Board  interprets  the  Rent  and  Stabilization  Ordinance  to  exempt  these  units,  current  provisions  in  the  Rent 
Stabilization  Ordinance  are  considered  not  to  address  rent  calculations  for  exempt  rental  units  occupied  by  tenants  who 
receive  tenant-based  rental  assistance. 

PROPOSED  LAW: 

RE:  Units  Currently  Exempt  from  the  Rent  Stabilization  Ordinance 

Proposed  amendments  (File  98-0950)  would  expand  the  definition  of  "base  rent"  to  include  rent  payments  for  units 
occupied  by  tenants  who  receive  tenant-based  rental  assistance,  including  Housing  Assistance  Pav  ments  (H.-\P)  conu-acts 
between  the  landlord  and  HUD  that  may  expire  or  terminate  for  any  reason.  The  proposed  amendments  also  include 
units  currently  occupied  by  tenants  living  in  properties  in  which  landlords  have  received  a  mortgage  insured  by  HUD, 
and  where  the  mortgage  terminates  or  expires. 

The  definition  of  "rental  unit"  is  also  expanded  to  include  recipients  of  tenant-based  rental  assistance  such  as  the  Section 
8  voucher  program,  the  Over  FMR  Tenancy  Program,  and  the  HOPWA  rental  subsidy  program.  Ho\>.c\  cr,  this  definition 
is  used  for  purposes  of  applicability  of  rent  increase  limitations,  duties  of  the  Rent  Board,  e\ictions,  tenant  rights  in 
certain  displacements,  misdemeanors,  civil  actions,  and  severability. 

Other  proposed  amendments  to  the  Rent  Stabilization  Ordinance  mandate  that  notice  requirements  for  rent  increases  or 
evictions,  would  be  in  addition  to  any  notice  required  as  part  of  the  tenant-based  rental  assistance  program. 

RE:  Discrimination  Based  on  Source  of  Income 

The  proposed  legislation  (File  98-0951)  amends  the  Police  Code  by  expanding  prohibited  housing  discrimination  to 
include  discrimination  based  on  the  lawful  source  of  income  or  rental  assistance  of  any  tenant,  including  government  or 
nonprofit  rental  assistance  or  any  housing  assistance  or  subsidy  program. 

Proposed  amendments  would  also  prohibit  housing  discrimination  which  uses  a  financial  or  income  standard  which  does 
not  account  for  rental  payments,  such  as  subsidies,  made  on  behalf  of  tenants,  but  only  accounts  for  payments  made 
directly  by  other  tenants.  According  to  the  PvCnt  Board,  the  proposed  legislation  would  not  require  owners  to  rent  to  any 
tenant,  but  would  prohibit  discrimination  based  on  a  tenant's  source  of  income.  Also  prohibited  is  failure  to  account  for 
the  aggregate  income  of  unmamed  tenants  in  the  same  way  as  the  aggregate  income  of  married  tenants. 

BACKGROUND; 
Section  8  Programs 

HUD  funds  Public  Housing  Authorities,  such  as  the  San  Francisco  Housing  Authority  (SFHA).  which  provide  rental 
assistance  through  Section  8  rental  assistance  programs  or  other  housing  assistance  to  low-income  families.  Income  for 
these  households  may  generally  not  exceed  50  percent  of  the  median  income  for  the  county  or  metropolitan  area  in  which 
that  family  chooses  to  reside.  Other  stipulations  require  recipients  of  rental  assistance  to  pay  rent  in  the  private  rental 
market  in  an  amount  that  is  generally  equal  to  30  percent  of  adjusted  income  or  some  other  pa>Tnent  standard  set  by 
HUD.  In  addition,  assisted  units  must  be  at  or  below  the  fair  market  rent  (FMR)  for  that  area,  as  determined  by  HLT).  In 
jurisdictions  such  as  San  Francisco,  there  is  a  huge  gap  between  HUD's  lower  FMR  rents  and  market  rate  rents. 

Section  8  rental  voucher  and  certificate  programs  are  HUD's  major  programs  targeted  at  very  low-income  persons,  the 
elderly,  and  disabled  individuals  who  seek  housing  in  the  pnvate  market.  The  family  pays  30  percent  of  their  adjusted 
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income  directly  to  the  landlord.  The  HA  pays  the  difference  between  the  actual  rent  charged  by  the  landlord  and  ihc 
amount  paid  by  the  family,  except  in  the  case  of  vouchers,  as  descnbed  below. 

Under  the  rental  certificate  program,  the  rent  for  the  unit  usually  may  not  exceed  a  maximum  rent,  determined  by  the 
local  Housing  Authority,  and  based  on  HUD  standards  established  for  each  county  and  metropohtan  area.  ITie  maximum 
rents  are  adjusted  on  a  periodic  basis  to  keep  pace  with  increased  costs  of  rent  and  utilities.  Rental  certificate  holders 
generally  pay  30  percent  of  their  monthly  adjusted  income  towards  the  rent  and  utilities.  The  household's  share  of  the 
rent  is  adjusted  as  household  income  changes,  while  the  Housing  Authority  rental  assistance  vanes  according  to  the 
portion  of  rent  paid  by  the  family.  Certificates  become  portable  and  may  be  transferred  to  other  jurisdictions,  mcluding 
other  states. 

In  the  rental  voucher  program,  the  local  Housing  Authonty  determines  a  payment  standard  which  is  used  to  calculate  the 
amount  of  rental  assistance  a  family  will  receive,  but  does  not  affect  the  amount  of  rent  charged  by  a  landlord  or  paid  by 
a  family.  A  family  that  receives  a  rental  voucher  can  select  a  unit  which  rents  below  or  abo\  e  the  payment  standard  .set 
by  the  Housing  Authority.  Vouchers  become  portable  and  may  be  transferred  to  other  jurisdictions,  including  other 
states. 

Housing  Opportunities  for  Persons  with  AIDS  (HOPWA) 

The  HOPWA  program  provides  rental  housing  assistance  and  supportive  services  for  low-income  persons  with 
HIV/ AIDS  and  their  families.  Grants  are  provided  by  formula  allocations  to  states  and  metropolitan  areas  with  the 
largest  numbers  of  cases  and  incidence  of  AIDS.  They  are  also  awarded  by  selection  through  a  national  competition  of 
projects  proposed  by  state  and  local  governments  and  nonprofit  organizations.  Grantees  are  encouraged  to  develop 
community-wide  comprehensive  strategies  and  form  partnerships  with  area  nonprofit  organizations  to  provide  housmg 
assistance  and  supportive  services  for  eligible  persons.  In  addition  to  rental  assistance,  HOPWA  funds  can  be  used  for  a 
wide  array  of  housing  and  support  services,  as  well  as  for  development  costs  which  may  include  acquisition, 
rehabilitation  or  new  construction  of  housing  units. 

San  Francisco 's  Rental  Housing  Situation 

The  City  of  San  Francisco  ("the  City")  faces  one  of  the  stiffest  rental  housing  markets  in  the  nation.  Rising  real  estate 
prices,  generally  attributed  to  a  booming  economy  and  a  thriving  industry  in  Silicon  Valley,  have  increased  the  cost  and 
competition  for  housing. 

In  recent  years,  vacancy  rates  have  hovered  around  1  percent,  and  apartment  rents  have  increased  dramatical !>■  between 
1995  and  1998  by  27.1  percent,  according  to  the  UCLA  Policy  Institute.  According  to  Real  facts  and  Metro  Rents,  rental 
research  firms,  the  average  2  bedroom  apartment  in  San  Francisco  rents  for  $  1 ,600  to  S 1 ,700  per  month,  which  is  in 
I     contrasts  to  the  national  average  of  $900  for  a  unit  of  similar  size,  according  to  the  US  Census  Bureau 

Prepayment  or  Termination  of  HUD-insured  mortgages 
i     HUD-insured  mortgages  were  provided  to  o^vners  for  the  creation  of  affordable  housing  serv  ing  ver>-  low  income  tenants. 

These  low  interest  mortgage  programs,  such  as  221(d)(3),  221(d)(4)  and  236.  were  generally  supplemented  with  rental 
I     assistance  in  the  form  of  project-based  Section  8.  As  many  of  the  mortgages  expire,  owners  have  the  opportunit>-  to 
1     prepay  mortgages  held  with  HUT)  after  20  years,  which  enables  them  to  unsubsidize  units  in  their  developments  and  raise 
\     rents  to  market  levels. 
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POLICY  ISSUES; 

1.  WHAT  IS  THE  INTENT  OF  THE  PROPOSED  LEGISLATION? 

The  proposed  legislation  (Files  98-0950)  bnngs  units  occupied  by  recipients  of  tenant-based  rental  assistance  under 
the  Rent  Stabilization  Ordinance.  It  codifies  the  current  administrative  interpretation  by  the  Rent  Board  regarding  the 
base  rent  for  units  which  come  under  the  Rent  Stabilization  Ordinance  due  to  an  expiration  of  subsidies  for  those  units, 
and  by  regulating  rent  increases  and  evictions  for  Section  8  tenants. 

According  to  the  Rent  Board,  this  legislation  would  prevent  evictions  based  on  economic  reasons,  but  allow  ov^ners 
to  use  any  of  the  fourteen  "just  cause"  reasons  in  the  Rent  Stabilization  Ordinance  for  terminating  rental  leases  held  with 
Section  8  tenants.  In  addition,  "base  rents"  for  units  in  HUD-assisted  developments  would  be  established  at  the 
termination  or  expiration  of  the  owner's  project-based  Section  8  contract  with  HUD,  or  the  prepayment  or  matunt;.  of 
owner's  HUD-insured  mortgage,  and  at  the  rate  paid  pnor  to  expiration  of  that  development's  contract. 

The  proposed  legislation  (File  98-0951)  also  prohibits  discnmination  based  on  "source  of  income"  and  permits  u.>c  u: 
all  lawful  sources  of  income,  including  governmental  and  nonprofit  subsidies,  as  rental  payments.  The  proposed 
legislation  is  pnmarily  intended  to  address  discrimination  against  individuals  who  receive  tenant-based  rental  assistance 
from  Section  8  and  HOPWA  programs.  Landlord  groups  interpret  the  legislation  as  providing  a  broad  definition  for 
rental  income,  and  state  that  its  requirements  would  interfere  with  business  decisions  that  are  made  by  owTiers  in 
quahfying  potential  tenants,  including  reviewing  the  creditworthiness  of  their  income  sources.  According  to  the  Cit\- 
Attorney's  Office,  a  definition  that  encompasses  all  lawful  income  sources,  mitigates  against  the  likelihood  of  owners 
utilizing  different  income  standards  for  recipients  of  rental  subsidies  which  do  not  apply  to  other  tenants. 

2.  HOW  WOULD  TENANTS  AND  LANDLORDS  BE  AFFECTED  BY  THESE  PROPOSED  MEASURES? 

The  San  Francisco  Redevelopment  Agency  (SFRA)  is  responsible  for  addressing  issues  related  to  the  Section  8 
program.  According  to  SFRA  there  are  currently  88  project-based  Section  8  developments  citywide  representing  9.200 
units  that  are  occupied  by  tenants  who  receive  project-based  rental  assistance.  57  of  those  developments  are  owned  by 
non-profit  or  cooperative  providers  of  affordable  housing,  and  the  remaining  3 1  buildings  are  owned  by  private  owners 
who  currently  can  "opt  out"  of  Section  8  program.s  affecting  approximately  3,300  units.  .XccordinL;  io  .SFRA.  to  date, 
only  one  owner  has  filed  a  Notice  of  Intent  to  prepay  his  contract  with  the  federal  government,  and  there  may  be 
additional  filings  in  the  future  from  other  owners  seeking  to  "opt  out"  of  the  Section  8  program. 

The  proposed  legislation  will  affect  tenants  and  private  landlords  in  the  following  ways: 

•  Tenants  -  The  San  Francisco  Housing  Authority  states  that  approximately  5,100  households  may  be  affected  by 
this  legislation.  These  are  households  that  currently  occupy  Section  8  assisted  units  compnsed  of  low-income 
families,  the  elderly,  disabled  individuals,  and  persons  with  AIDS  or  HIV.  The  Housing  .A,uthonty  states  that  the 
proposed  legislation  would  help  reduce  the  displacement  of  Section  8  recipients  by  limiting  allowable  rent 
increases  and  preventing  evictions  based  on  economic  reasons. 

•  Landlords 

The  proposed  provisions  (File  98-0950)  limit  existing  eviction  rules  which  allow  landlords  to 
issue  30-day  notices  to  terminate  Section  8  housing  tenancies  for  economic  reasons.  The 
Rent  Board  states  that  by  bringing  Section  8  assisted  units  under  the  Rent  Stabilization 
Ordinance,  landlords  would  be  required  to  base  evictions  on  the  fourteen  "just  cause" 
reasons.  Current  legislation  by  the  San  Francisco  Board  of  Super\'isors  seeks  to  strike  down 
one  of  the  "just  cause"  reasons  which  permits  "owner  move-in"  (OMI)  evictions  of  tenants 
belonging  to  designated  protected  classes. 
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The  proposed  legislation  (File  98-0951)  does  not  require  landlords  to  rent  units  to  any 
particular  tenants.  Instead,  it  prohibits  landlords  from  discnmmating  against  tenants  based 
on  their  source  of  income. 

The  San  Francisco  Neighbors  Association  (SFNA),  a  landlord  advocacy  group,  states  that  the 
legislation  will  have  limited  effectiveness  in  terms  of  encouraging  participation  by  owners  in 
Section  8  programs,  which  are  generally  perceived  by  most  landlords  to  serve  "high  nsk" 
tenants.  In  addition,  SFNA  states  that  the  legislation  does  not  provide  sufficient  protections 
nor  incentives  for  property  owners  who  may  want  to  rent  to  Section  8  tenants.  Since 
landlords  in  San  Francisco  can  choose  from  a  large  pool  of  potential  renters,  the 
effectiveness  of  this  legislation  is  likely  to  be  limited  mostly  to  protecting  existing  Section  8 
tenancies,  as  opposed  to  securing  rentals  for  potential  renters  who  receive  tenant-based  rental 
assistance. 

3.  WHAT  IS  THE  EXTENT  OF  THE  HOUSING  CRISIS  FOR  SECTION  8  TENANTS? 

In  1997,  there  were  1010  total  cancellations  of  subsidies  by  the  Housing  Authority  for  various  reasons,  including 
cancellations  due  to  families  being  unable  to  locate  affordable  housing.  According  to  the  San  Francisco  Housing 
Authority  (SFHA),  at  least  150  families  were  terminated  for  "economic  reasons"  as  some  landlords  chose  to  prepay  their 
HUD-insured  mortgages  in  order  to  be  able  to  increase  rents.  In  that  same  year,  there  were  also  988  new  Section  8  leases 
in  San  Francisco.  The  Housing  Authority  states  that  it  has  renegotiated  leases  for  tenants  to  preserve  their  tenancies  at 
higher  market  rates. 

Section  8  certificates  and  vouchers  have  a  120-day  limit  within  which  a  tenant  is  expected  to  locate  housing.  When 
families  are  unable  to  locate  housing  locally,  rather  than  lose  their  subsidies,  they  may  choose  to  relocate  to  other 
jurisdictions  and  states.  However,  this  option  is  not  available  to  HOPWA  tenants.  The  Housing  .Authority  states  that 
between  May  1997  and  December  1997,  due  to  lack  of  affordable  housing  for  Section  8  tenants.  34  percent  of  the  208 
households  that  were  issued  vouchers  for  the  first  time,  left  or  "ported  out"  of  San  Francisco  to  locate  housing  in  other 
jurisdictions. 

In  addition,  annual  adjustment  factors  published  by  HUD  to  determine  rent  increases  for  subsidized  rents  have 
recently  not  sufficiently  accounted  for  the  realities  of  the  City's  rental  market.  In  order  to  reduce  the  gap  between 
HUD's  FMR  rents  and  pnvate  rentals  in  San  Francisco,  HUD  has  permitted  the  Housing  Authonty  to  exceed  the  FMR  by 
10  percent  on  one-fifth  of  the  total  number  of  units  under  contract.  However,  SFHA  indicates  that  the  10  percent 
exception  still  does  not  bring  rents  to  City  market  rates.  This  year,  HUD  has  approved  the  Housing  Authority's  request, 
and  permitted  this  agency  to  further  exceed  the  FMR  by  an  additional  10  percent,  thus  raising  the  exception  rent  authonty 
to  20  percent  for  this  year. 

4.  HOW  WILL  THIS  LEGISLATION  AFFECT  RENT  INCREASES  FOR  TEN.\NT-BASED  SECTION  8 
PROGRAMS? 

The  San  Francisco  Housing  Authonty  states  that  rent  increases  by  HUD  are  generally  set  through  rent  sur\eys 
conducted  for  the  San  Francisco  metropolitan  area  over  a  fifteen-month  penod.  Generally,  rent  increases  are  based  on 
CIP  and  market  rents  for  the  metropolitan  area  to  determine  a  factor  that  becomes  the  HUD  standard  for  the  next  year. 
The  Housing  Authority  states  that  FMR  increases  for  Section  8  programs  average  approximately  3  to  4  percent. 
However,  since  HUD's  FMR  rates  have  been  lower  than  market  rents  in  San  Francisco,  allowable  FMR  increases  for  the 
coming  year,  beginning  in  October,  have  been  established  at  approximately  18  percent.  The  Redevelopment  Agency 
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States  that  project-based  contracts  will  remain  exempt  from  the  Rental  Stabilization  Ordinance,  and  will  thus  be 
unaffected  by  the  amendments. 

5.  DO  FLEXIBLE  HID  POLICIES  HELP  TO  ADDRESS  THE  HOUSING  PROBLEM  IN  SAN  FR\N(  IS(  ()? 

The  Housing  Authority  states  even  with  the  higher  FMR  exception  granted  by  HUD,  rental  housing  is  still 
unaffordable  for  most  families  that  depend  on  Section  8  subsidies.  SFHA  has  responded  to  the  housing  problem  by 
switching  families  from  certificates  to  the  more  flexible  voucher  subsidies.  Voucher  subsidies  use  the  tenant's  income 
and  HUD's  established  Payment  Standard  to  amve  at  a  subsidy  amount.  The  tenant's  rent  portion  then  becomes  the 
difference  between  the  subsidy  and  the  unit  rent  (Attachment  1  is  a  listing  of  recently  published  FMRs  for  San 
Francisco's  voucher  and  certificate  programs).  Vouchers  also  allow  tenants  to  negotiate  their  rents  with  their  landlords, 
and  if  the  landlord  increases  the  tenant's  rent,  it  remains  the  tenant's  decision  to  cover  the  increase  or  terminate  the 
tenancy. 

6.  WHAT  IS  THE  LIKELY  IMPACT  OF  THIS  LEGISLATION  TO  THE  CITY? 
The  San  Francisco  Rent  and  Stabilization  Board 

This  legislation  would  bring  units  occupied  bv  recipients  of  tenant-based  rental  assistance  under  the  regulation  of  the 
Rent  Board,  which,  in  the  past,  has  not  been  responsible  for  Section  8  and  other  subsidized  tenancies. 

The  Rent  Board  states  that  it  has  not  determined  the  impact  of  this  proposed  legislation  on  its  department.  However,  its 
new  responsibilities,  under  this  legislation,  would  entail  reviewing  evictions  of  tenants  occupying  units  which  were 
formerly  exempt  from  the  Rent  Stabilization  Ordinance,  and  providing  information  to  the  public  on  issues  related  to 
Section  8  programs.  The  Rent  Board  also  cautions  that  under  these  new  provisions,  tenant  protections  could  be  limited 
such  that  tenants  may  not  be  able  to  dispute  rent  increases  or  decreased  services  by  landlords  since  some  of  their  rental 
payments  would  be  covered  by  HUD's  public  assistance. 

The  San  Francisco  Redevelopment  Agency 

According  to  the  San  Francisco  Redevelopment  Agency  (SFRA),  the  proposed  legislation  would  allow  SFR-A  to  provide 
direct  information  to  owners  of  HUD-assisted  developments  on  the  sections  of  the  Rent  Stabilization  Ordinance  that 
would  directly  affect  them  should  they  no  longer  receive  federal  assistance.  The  legislation  is  not  expected  to  have  any 
financial  impact  on  this  department,  but,  according  to  staff,  would  provide  the  Redevelopment  .A.gency  with  a  vehicle  for 
addressing  potential  displacements  by  owners  who  rent  to  Section  8,  HOPWA,  and  other  subsidized  tenants.  According 
to  SFRA,  the  legislation  would  help  facilitate  its  work  in  curbing  potential  displacements  of  Section  8,  HOPWA.  and 
other  subsidized  tenants. 

The  San  Francisco  Housing  Authority 

The  Housing  Authority  states  that  it  does  not  expect  the  proposed  legislation  to  have  a  substantial  financial  impact  on  us 
operations.  Currently,  this  agency  does  not  provide  advice  to  tenants  that  receive  eviction  notices,  and  expects  that  with 
this  legislation,  new  responsibilities  regarding  evictions  will  be  assumed  by  the  Rent  Board.  The  Housing  .\uthont>-  may 
need  to  prepare  infonnation  for  its  clients  explaining  which  tenant  issues  can  be  facilitated  by  the  Rent  Ordinance. 

7.  HOW  ELSE  IS  THE  CITY  ADDRESSING  HOUSING  NEEDS  FOR  SECTION  8  TENANTS? 

The  San  Francisco  Redevelopment  Agency  states  that  in  the  past  year,  it  has  directed  its  efforts  to  tenant  outreach  and 
education  about  changes  in  the  Section  8  programs.  Other  efforts  have  been  focused  at  working  wuh  owners  of  project- 
based  developments  to  convince  them  to  confinue  their  participation  in  the  Section  8  program.  SFR.^  is  also  approaching 
owners  who  have  indicated  a  desire  to  "opt  out"  about  alternatives  to  market  rates. 
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8.  WHAT  OTHER  LEGISLATIVE  ACTIONS  HAVE  BEEN  PASSED  ADDRESSLNC  TENAN(  IKS  IN  SAN 
FRANCISCO? 

In  the  past  year,  the  City's  Board  of  Supervisors  (the  Board)  passed  legislation  extending  protections  for  renters 
occupying  units  located  in  San  Francisco.  This  past  March,  it  passed  legislation  on  Apartment  Unit  Conversion  (l-ilc  V"- 
034.01),  which  prohibited  unlawful  conversions  of  short  term  or  transient  use  of  apartment  units  designated  for 
permanent  residency.  The  Board  determined  that  such  usage  had  an  adverse  impact  for  tenants  with  long-term  leases, 
and  took  units  off  the  long  term  rental  market. 

This  past  May,  the  Board  also  amended  the  Rent  Stabilization  Ordinance  to  allow  general  obligation  bond  passthroughs 
(File  98-0521)  for  San  Francisco's  landlords.  This  legislation  allows  landlords  who  incur  property  tax  increases  resulting' 
from  repayments  of  bonds  issued  between  1996  and  1998,  to  pass  these  increases  to  their  icnanis,  under  certain 
conditions. 

Additional  legislation  is  pending  final  approval  by  the  Board  to  prohibit  "owner  move-in"  (98-0805)  evictions  for  tenants 
who  can  verify  claims  of  protected  class.  This  legislation  had  been  passed  by  the  Board  last  December.  However,  legal 
challenges  by  landlords  led  to  a  Superior  Court  ruling  against  the  City.  The  City  has  since  revised  the  OMI  legislation  in 
response  to  an  Appeals  Court  decision  stating  that  the  original  measure  did  not  provide  landlords  procedures  tor 
verifying  claims  of  protected  status  by  tenants. 

This  proposed  legislation  (File  98-0950  and  File  98-0951)  will  represent  additional  action  taken  by  the  Board,  using  the 
City's  Rent  Stabilization  Ordinance,  to  extend  protections  to  certain  tenants  from  unexpected  rent  increases  in  San 
Francisco. 

9.  HOW  DOES  THIS  LEGISLATION  RELATE  TO  SB  1730? 

According  to  the  City  Attorney's  Office,  the  proposed  legislation  (File  98-095 1 )  prohibiting  housing  discnminalion  for 
recipients  of  tenant-based  rental  assistance,  is  intended  to  mirror  pending  state  legislation  Senate  Bill  1 730.  sponsored  by 
Senator  John  L  Burton,  and  which  has  recently  been  amended  m  the  Assembly.  This  bill,  aimed  at  extending  protections 
for  recipients  of  Section  8  and  HOPWA  programs,  amends  landlord-tenant  laws  for  a  thrce->  car  period  and  then  sunsets 
the  provisions  thereafter.  These  are  some  of  the  bill's  provisions: 

•  In  San  Francisco's  housing  market,  where  the  monthly  rent  is  more  than  S750  but  less  than  S2.500.  the  legislation 
would  limit  the  landlord's  current  right  to  collect  up  to  two  month's  rent  as  a  security  deposit.  Instead,  it  permits  the 
collection  of  one  month's  secunty  at  the  start-up  of  tenancy  and  the  second  month's  security  in  six  equal  mslallmcnt 
payments. 

•  This  bill  would  also  prohibit  a  landlord  from  discriminating  in  the  rental  of  housing  units  based  upon  a  prospective 
tenant's  source  of  income,  and  would  prohibit  a  landlord  from  using  an  arbitrary  financial  or  income  standard  m 
making  a  rental  decision. 

10.  HAVE  OTHER  STATES  PASSED  SIMILAR  LEGISLATION? 

According  to  the  Western  Center  on  Law  and  Poverty,  a  Sacramento-based  agency  that  advocates  for  low-income 
persons,  twelve  (12)  states,  including  Connecticut,  the  District  of  Columbia,  Maine.  Maryland.  Massachusetts. 
Minnesota,  New  Jersey,  North  Dakota,  Oklahoma,  Utah,  Vermont,  and  Wisconsin  have  passed  legislation  prohibiting 
discrimination  based  on  source  of  income  and  receipt  of  Section  8  rental  assistance.  This  agency  states  that  landlord 
groups  have  filed  legal  challenges  protesting  this  new  legislation  in  some  states.  If  California  passes  SB  1730.  it  would 
bring  it  in  line  with  other  states  which  bar  discrimination  based  on  a  renter's  legal  source  of  income. 
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OPTIONS: 

1.  Approve  the  two  companion  measures  as  proposed  to  extend  protections  under  the  Rent  Stabilization  Ordinance  lo 
cover  units  occupied  by  renters  who  receive  tenant-based  rental  assistance. 

2.  Amend  the  proposed  ordinance  (File  98-0950)  to  clanfy  that  tenants  in  programs  with  tlxed  tenant  rent  payments  are 
exempt  from  the  Rent  Stabilization  Ordinance  for  purposes  of  defining  base  rents. 

3.  Amend  the  proposed  ordinance  (File  98-0951)  to  clanfy  that  source  of  income  means  only  local,  state,  federal  i)r 
non-profit  administered  benefit  or  subsidy  programs. 

4.  Delay  approval  on  these  proposed  measures  pending  passage  of  SB  1 730,  whose  provisions  closely  mirror  those 
proposed  in  the  proposed  ordinance  (File  98-095 1). 

5.  Do  not  approve  the  two  measures.  Units  covered  under  Section  8  programs  would  not  be  subject  to  provisions  of  the 
San  Francisco  Rent  Ordinance.  Landlords  who  wish  to  terminate  leases  held  with  Section  8  tenants  would  be  able  to 
base  evictions  on  "economic  reasons,"  as  permitted  under  current  HUD  regulations.  Tenant  displacements  from 
subsidized  units  would  continue  to  be  addressed  through  Legal  Aid  or  the  Courts. 


Prepared  by:  Clarice  L.  Duma  (415/554-7782) 
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FAIR  MARKET  RENT/PAYMENT  STANDARD 


UNIT  SIZE 

EFFECTIVE 
10/1/97 

E'^FECTIVE 
3/11/98 

EFFECTIVE 
04/06/98 

SECTION  8 

20%  MAXIMUM 

VOUCHER 

SRO 

$468.00 

$468.00 

STUDIO 

$603.00 

$724.00 

$663.00 

ONE 

$781.00 

$937.00 

$859.00 

TWO 

$987.00 

$1,184.00 

$1,086.00 

THREE 

$1,354.00 

$1,625.00 

$1,489.00 

FOUR 

$1,432.00 

$1,718.00 

$1,575.00 

FIVE 

$1,647.00 

$1,976.00 

$1,812.00 

SIX 

$1,862.00 

$2,234.00 

$2,048.00 

SEVEN 

$2,076.00 

$2,491.00 

$2,284.00 

INCOME  LIMITS  AS  OF  01/07/98 

FAMILY  SIZE 

SECTION  8 

LOWER  INCOME 
SECTION  236 

RENT 
SUPPLEMENT 

1 

$24,000.00 

$32,200.00 

2 

$27,450.00 

$36,800.00 

3 

$30,850.00 

$41,400.00 

4 

$34,300.00 

$46,000.00 

5 

$37,050.00 

$49,700.00 

6 

$39,800.00 

$53,350.00 

7 

$42,550.00 

$57,050  00 

8 

$45,300  00 

$60,700  DO 

TOTOL  P.  02 
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Summary  of  Requested  Action: 

The  proposed  ordinance  would  establish  the  First  Source  Hiring  Program  which  would 
institute  requirements  for  City  contractors  and  certain  commercial  developers  to  consider 
employment  referrals.  Under  the  First  Source  Hiring  program,  the  City  would  have  the  first 
opportunity  to  refer  economically  disadvantaged  individuals  for  entry  level  employment  before 
the  employer  seeks  employees  from  other  sources.  Developers  of  projects  over  50,000  sq.  ft. 
would  be  required  to  enter  into  First  Source  agreements  as  a  condition  of  receiving  a  building 
permit. 

The  proposed  legislation  would  also  create  an  interdepartmental  First  Source  Hiring 
Administration  (FSHA)  to  administer  the  program.  The  FSHA  would  work  with  communit\  job 
training  and  referral  programs  that  train  economically  disadvantaged  individuals  for  the  jobs 
made  available  by  First  Source  employers  and  refer  them  for  consideration  for  employment.  The 
employer  would  retain  sole  discretion  in  making  hiring  decisions. 

Current  Law: 

A  variety  of  City,  Federal,  and  State  tax  incentives  are  available  to  employers  who  hire 
qualified  economically  disadvantaged  individuals.  Among  the  local  incentives,  the  City  ofTers  a 
tax  credit  of  100%  in  the  first  year  and  50%  in  the  second  to  businesses  that  create  new 
permanent  jobs,  or  relocate  existing  jobs  to  the  City.  Among  State  tax  incentives,  businesses  in 
designated  Enterprise  Zones  that  create  new  jobs  for  qualified  individuals  are  eligible  for  a 
payroll  tax  credit  of  100%  in  the  first  two  years  and  a  declining  credit  for  another  eight  years.  As 
part  of  welfare  reform,  the  Federal  government  created  the  Federal  \\'eIfarc-to-\\'ork  Credit  and 
the  Work  Opportunity  Tax  Credit. 


Background: 


Welfare  Reform 

The  Federal  welfare  reform  law  adopted  in  1996  included  requiring  states  to  reach  workforce 
participation  rate  targets  or  face  monetary  penalties.  According  to  the  Department  of  Human 
Services  (DHS),  the  State  of  CaHfomia  has  indicated  that  should  the  State  fail  to  meet  its 
workforce  participation  rates,  it  would  pass  on  50%  of  the  cost  of  these  penalties  to  the  counties 
that  failed  to  sufficiently  reduce  their  welfare  caseload. 
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Federal  and  State  welfare  reform  put  limits  on  the  length  of  time  recipients  are  eligible  for 
benefits,  requiring  them  secure  employment  sufficient  to  maintain  self-sufficiency.  These  time 
limits  will  result  in  an  increased  number  of  welfare  recipients  moving  off  welfare  in  the  next  few 
years.  Counties  in  general,  and  San  Francisco  in  particular,  are  responsible  for  helping  local 
welfare  recipients  to  find  jobs  and  employment  training,  as  well  as  providing  the  support  services 
needed  to  facilitate  their  transition  to  the  workforce. 

Access  to  First  Source  referrals  would  be  available  to  welfare  recipients  as  well  as  other 
economically  disadvantaged  individuals  who  are  not  receiving  welfare  support.  DHS  estimates 
that  roughly  2,000  economically  disadvantaged  individuals  per  year  would  be  linked  to  jobs 
through  the  Workforce  Development  System,  of  which  the  First  Source  program  would  be  a 
component.  The  number  of  entry  level  jobs  impacted  by  this  legislation  have  not  been  identified. 

The  Workforce  Development  System  is  an  on-going  entity  which  brings  together 
representatives  of  City  departments  and  other  public  agencies,  businesses,  the  Private  Industry 
Council,  community  groups  and  social  welfare  advocates  to  address  employment  issues  in  the 
City.  It  grew  out  of  the  Mayor's  Welfare  Reform  Task  Force. 

Proposed  Administration 

The  proposed  ordmance  would  create  a  First  Source  Hiring  Administration  (FSHA)  to  help 
link  economically  disadvantaged  job  seekers  to  local  entry  level  jobs  in  the  City.  The  FSHA 
would  negotiate  First  Source  hiring  agreements  with  employers  which  would  commit  the 
employer  to  notifying  the  City  of  available  entry  level  jobs.  The  employer  would  be  required  to 
accept  applications  for  those  jobs  from  qualified  "economically  disadvantaged  individuals" 
provided  by  the  City  and  its  partner  CBO's  for  a  period  of  not  more  than  ten  days.  The  employer 
would  not  be  required  to  hire  City-referred  applicants,  only  to  consider  their  applications 
exclusively  for  the  agreed  upon  period. 

However,  the  proposed  legislation  provides  for  the  inclusion  of  hiring  and  retention  goals  in 
First  Source  agreements.  Employers  that  fail  to  either  achieve  these  goals  or  to  establish  "good 
faith"  efforts  to  reach  the  goals  would  be  subject  to  the  sanctions  described  on  page  3. 

The  FSHA  would  be  an  interagency  working  group  made  up  of:  (1)  the  Mayor  or  his/her 
designee  from  the  Mayor's  Office  of  Economic  Development;  (2)  the  Executive 
Director/designee  of  the  Department  of  Human  Services;  (3)  the  Director/designee  of  the 
Mayor's  Office  of  Community  Development;  (4)  the  President/designee  of  the  Private  Industry 
Council  (PIC);  and  (5)  representatives  of  other  City  department  and  agencies. 

The  DHS  budget  includes  fimding  for  one  ftiU-time  employee  to  staff  the  FSHA.  In  the  first 
year,  all  staffing  and  resources  would  be  drawn  from  the  current  budgets  of  the  various 
departments  and  offices  that  make  up  the  FSHA.  In  subsequent  years,  this  budget  mechanism 
would  be  reevaluated.  The  proposed  legislation  does  not  require  the  FSHA,  as  an  interagency 
working  group,  to  report  to  any  particular  agency  or  department,  although  all  member 
departments  are  under  the  Mayor.  There  is  not  a  reporting  structure  for  the  staff  To  simplify 
fiscal  coordination  and  establish  staff  reporting  authority,  the  Committee  may  considering 
locating  the  FSHA  within  a  single  department  rather  than  under  an  interagency  working  group. 
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Forecasting  Job  Training  Needs 

The  FSHA  would  obtain  information  jfrom  employers  about  future  job  creation  in  order  to 
help  local  employment  training  agencies  adapt  their  curricula  to  meet  the  needs  of  polcnlial 
employers.  Li  this  way,  job  seekers  would  be  able  to  learn  the  specific  skills  sought  by  local 
employers  which  will  make  them  better  candidates  for  employment.  The  PIC,  which  participates 
in  the  Workforce  Development  System,  uses  this  type  of  information  to  administer  Federal  and 
State  job  training  grants  to  local  CBO's.  An  inventory  of  available  employment,  education,  and 
training  services  can  be  found  in  Appendix  A  of  the  Employment  section  of  the  Mayor's  Welfare 
Reform  Task  Force  Final  Report.  This  report  is  on  file  with  the  Board  of  Superv  isors. 

The  ordinance  would  create  a  Workforce  Development  Advisory  Committee  to  advise  the 
FSHA  on  training,  employment  needs,  policy,  monitoring,  and  oversight.  The  Advisory 
Committee  would  be  appointed  by  the  Mayor  and  include  representatives  of  CBO's,  labor 
organizations,  the  business  community,  and  City  departments.  The  Advisory  Committee  would 
not  have  formal  authority  over  the  FSHA. 

Public  and  Private  Projects  Captured 

The  proposed  legislation  would  divide  implementation  of  the  First  Source  program  into  t\s  o 
phases.  In  Phase  I,  First  Source  agreements  would  be  negotiated  on  certain  large  contracts  for 
public  works  projects,  property  contracts,  and  grants  or  loans  from  the  Mayor's  Office  of 
Housing  or  the  Mayor's  Office  of  Community  Development.  Sole  source  contract  awards  would 
be  exempt.  Phase  I  requirements  also  apply  to  private  commercial  development  projects  of  o\'er 
50,000  square  feet  that  require  City-issued  permits  for  commercial  activity,  including  certificates 
of  occupancy,  regardless  of  whether  the  project  is  privately  financed  or  on  privately-owned 
property.  Roughly  ten  privately-backed  projects  requiring  building  permits  would  be  captured 
annually  in  Phase  I. 

After  two  years,  the  First  Source  program  would  move  into  Phase  11.  Phase  II  would  require 
First  Source  agreements  for  the  above  Phase  I  projects,  plus  all  City  grants  and  loans  in  excess  of 
$200,000,  contracts  for  services  greater  than  $200,000,  and  for  procurement  contracts  made  by 
the  Purchaser.  Sole  source  contracts  would  be  excluded.  Phase  II  would  also  apply  to  all 
development  projects  of  over  25,000  square  feet  that  require  permits  for  commercial  acti\  ity. 

Penalties  for  Non-Compliance 

Both  publicly  supported  projects  and  private  projects  requiring  a  pennit  from  the  Cit\  w  ould 
be  required  to  negotiate  First  Source  agreements  or  be  assessed  monetar\-  penalties  for  non- 
compliance. Violations  of  the  proposed  ordinance  would  be  assessed  S2,070  for  e\  er\  entn. 
level  position  improperly  withheld  from  the  First  Source  hiring  process.  The  penalty  of  S2,070  is 
equivalent  to  six  months  of  payments  to  recipients  in  the  Personal  Assisted  Employment 
Services  (PAES)  program,  the  City's  welfare-to-work  component  of  its  indigent  adult  income 
support  programs.  Contractors  may  also  face  the  loss  of  their  contracts  and  disqualification  from 
future  contracts.  Private  projects  may  also  be  subject  to  a  "stop  work"  order  for  failing  to 
comply. 


Board  of  Supervisors  Review  After  Three  Years 

Three  years  after  the  effective  date,  the  Board  of  Supervisors  would  be  required  to  review  the 
First  Source  program  to  determine  if  it  effectively  links  economically  disadvantaged  individuals 
to  jobs,  whether  participants  are  receiving  appropriate  training,  and  if  amendments  to  the 
legislation  are  needed.  Although  the  legislation's  findings  link  the  need  for  this  program  to  the 
immediate  impacts  of  welfare  reform,  the  proposed  ordinance  does  not  contain  a  sunset 
provision.  The  Committee  may  choose  to  insert  a  sunset  provision  that  would  allow  the  Board  to 
reauthorize  the  First  Source  program  after  three  years. 

First  Source  Ordinances  in  Other  Cities 

Other  cities  that  have  First  Source  type  programs  include  Berkeley,  Oakland  and  Boston.  The 
Berkeley  program  has  been  operating  since  1986  under  the  Health  and  Human  Services 
Department.  The  City  conditions  the  issuance  of  grants  and  permits  on  agreements  by  businesses 
to  accept  referrals  fi"om  the  City.  In  Berkeley  and  Oakland,  fines  can  be  imposed  on  publicly 
supported  construction  projects  that  do  not  comply  with  First  Source  hiring  requirements. 

No  counties  could  be  identified  that  had  implemented  by  ordinance,  specific  requirements  for 
hiring  welfare  recipients.  Although  some  county  social  service  agencies  have  contemplated  such 
regulations  and  have  been  able  to  voluntarily  include  provisions  in  contracts,  many  are  taking  a 
wait  and  see  approach  before  implementing  any  requirements  because  their  clients  have  not 
found  many  barriers  to  locating  jobs  in  this  "healthy"  economy. 

Policy  Issues; 

Requiring  Businesses  to  Negotiate  First  Source  Agreements 

The  proposed  First  Source  ordinance  would  require  that  all  enfities  doing  business  with  the 
City  (e.g.  through  public  financing,  contracts,  grants,  or  property)  comply  with  local  First  Source 
regulations.  The  proposed  ordinance  would  also  extend  First  Source  requirements  to  large 
commercial  development  projects  which  may  not  utilize  public  funds  or  property.  This  would 
allow  the  City  to  capture  a  larger  portion  of  the  entry  level  construction  jobs.  The  legislation 
authorizes  permits  to  be  withheld  and  provides  for  fines  to  be  levied  on  developers  who  do  not 
negotiate  First  Source  agreements. 

In  cases  where  the  City's  only  link  to  the  project  is  the  issuance  of  a  permit,  the  legislation 
would  require  private  developers  to  consider  City-referred  job  applicants  as  a  condition  of  doing 
business  in  San  Francisco.  This  differs  fi^om  publicly  funded  projects  in  which  the  developer 
must  comply  as  a  condition  of  receiving  a  public  economic  benefit,  such  as  financing  or 
property.  In  general,  other  City  business  policies,  such  as  the  Domestic  Partner  ordinance  or  the 
ban  on  trade  with  Burma,  apply  only  to  enfities  doing  business  with  the  City.  The  Committee 
may  want  to  determine  if  it  should  extend  requirements  to  private  construction  projects.  This 
would  be  a  change  from  the  general  policy  direction  taken  by  the  City.  The  Committee  may  want 
to  consider  amending  the  proposed  legislation  to  make  compliance  voluntary  for  projects  that  do 
not  utiHze  public  funds  or  property  by  removing  sanctions  on  privately-backed  projects. 


Appealing  Decisions  of  the  First  Source  Hiring  Authority 

The  FSHA  would  be  responsible  for  determining  whether  an  employer  has  made  a  good  faith 
effort  to  comply  with  the  provisions  of  the  legislation.  A  lack  of  qualified  referrals,  delays 
beyond  the  control  of  the  employer,  urgent  hiring  needs  or  other  good  cause  demonstrated  by  the 
employer  may  be  a  defense  against  sanctions  imposed  by  the  FSHA. 

The  proposed  ordinance  requires  the  FSHA  to  establish  an  appeals  process  prior  to  the 
imposition  of  sanctions.  The  Committee  may  consider  amending  the  legislation  to  create  a 
process  by  ordinance  through  which  employers  may  appeal  decisions  of  the  FSHA  to  an 
independent  body  such  as  the  Board  of  Appeals.  If  the  Committee  chooses  that  option,  the 
latitude  of  the  Board  to  reduce  penalties  should  be  specified  by  amendment  to  the  ordinance. 

Authority  and  Administration 

The  proposed  legislation  would  establish  the  FSHA  as  a  free-standing  inter-agency  body  and 
does  not  require  the  FSHA  to  report  to  any  single  agency,  department  or  commission.  Although 
the  Director  of  DHS  indicates  that  initially  the  FSHA  staff  will  report  through  his  department, 
there  is  not  a  reporting  structure  for  the  staff  within  the  legislation.  To  provide  a  more  explicit 
line  of  authority,  the  Committee  may  consider  placing  the  FSHA  within  an  existing  department 
or  office. 

Working  with  Local  Institutions  and  Organizations 

The  proposed  ordinance  would  apply  First  Source  requirements  in  a  manner  that  does  not 
conflict  with  existing  labor  agreements.  The  FSHA  would  work  with  local  unions  to  develop 
First  Source  programs  consistent  with  collective  bargaining  agreements  on  the  many  of  the  large 
commercial  development  projects  planned  in  San  Francisco  that  employ  union  labor.  The 
FSHA,  which  has  been  meeting  as  an  informal  group,  has  consulted  and  plans  to  work  closely 
with  organized  labor  to  make  jobs  available  to  qualified  job  seekers  under  union  hiring 
procedures. 

Many  of  the  organizations  which  would  work  with  the  FSHA  to  implement  the  First  Source 
program  provide  job  training  services.  The  component  of  the  proposed  legislation  which 
requires  employers  to  provide  the  FSHA  with  projections  of  future  employment  needs  is 
designed  to  help  these  organizations  adequately  train  San  Franciscans  for  potential  employment. 

Much  of  the  funding  available  for  job  training  in  San  Francisco  comes  from  the  Federal  Job 
Training  Partnership  Act  (JTPA)  and  is  administered  by  the  Private  Industr\-  Council  (PIC)  of 
San  Francisco,  a  public-private  partnership.  The  FSHA  would  make  the  employment  projection 
data  obtained  from  potential  employers  available  to  the  PIC  and  to  partner  CBO's  so  that  job 
training  curricula  can  be  modified  to  meet  the  needs  of  employers. 

Some  businesses  in  competitive  industries  expressed  concern  that  providing  projections  of 
future  employment  opportunities  to  public  agencies  may  compromise  private  proprietar>- 
information.  To  address  the  concerns  of  these  employers,  the  Committee  ma\-  u  ish  to  amend  the 
ordinance  to  allow  private  employers  to  provide  employment  projections  to  the  FSIiA  without 
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identifying  their  company  or  to  exempt  them  if  the  employer  believes  that  doing  so  would 
compromise  a  competitive  position. 

Options: 

1 .  Adopt  the  proposed  ordinance.  This  would  create  an  interdepartmental  First  Source  Hiring 
Administration  to  administer  the  ordinance  and  negotiate  First  Source  hiring  agreements  with 
developers  of  certain  construction  and  commercial  projects. 

2.  Amend  the  proposed  ordinance  to  locate  the  First  Source  Hiring  Administration  within  an 
existing  department  or  office.  This  would  give  oversight  authority  to  a  single  department. 

3.  Amend  the  proposed  ordinance  to  insert  a  sunset  provision  that  would  allow  the  Board  of 
Supervisors  to  reauthorize  the  First  Source  ordinance  after  three  years.  This  sunset  provision 
would  link  the  legislation  more  closely  to  the  consequences  of  welfare  reform,  as  described  in  the 
findings. 

4.  Amend  the  proposed  ordinance  to  make  compliance  voluntary  for  projects  that  do  not  utilize 
public  funds  or  property.  This  would  remove  sanctions  for  non-compliance  on  projects  that 
require  only  permits  from  the  City.  This  may  also  reduce  the  number  of  construction  jobs 
available  to  qualified  economically  disadvantaged  individuals. 

5.  Amend  the  proposed  ordinance  to  provide  for  the  appeal  of  FSHA  decisions  to  an 
independent  body  such  as  the  Board  of  Appeals.  This  would  permit  employers  additional  due 
process  by  ordinance. 

6.  Amend  the  proposed  ordinance  to  allow  employers  to  either  anonymously  provide 
employment  projections  to  the  FSHA  or  receive  an  exemption  if  the  employer  believes  that 
doing  so  would  compromise  a  competitive  position. 

7.  Do  not  adopt  the  proposed  ordinance.  First  Source  requirements  guarantee  job  referral  and 
placement  opportunities,  however  it  is  not  known  to  what  degree  the  lack  of  hiring  requirements 
would  diminish  referral  opportunities.  The  existing  job  training  programs  for  disadvantaged 
persons  and  the  Department  of  Human  Services  and  the  PIC  would  be  responsible  for  finding  job 
placements. 

Prepared  by:    Billy  Blattner 
(415)  554-7784 

cc:  Board  of  Supervisors 
Harvey  Rose 
City  Attorney 


Clerk  of  the  Board 
Steve  Kawa 
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Summary  of  Requested  Action: 

The  proposed  ordinance  would  establish  the  First  Source  Hiring  Program  which  would 
institute  requirements  for  City  contractors  and  certain  commercial  developers  to  consider 
employment  referrals.  Under  the  First  Source  Hiring  program,  the  City  would  have  the  first 
opportunity  to  refer  economically  disadvantaged  individuals  for  entry  level  employment  before 
the  employer  seeks  employees  from  other  sources.  Developers  of  projects  over  50,000  sq.  ft. 
would  be  required  to  enter  into  First  Source  agreements  as  a  condition  of  receiving  a  building 
permit. 

The  proposed  legislation  would  also  create  an  interdepartmental  First  Source  Hiring 
Administration  (FSHA)  to  administer  the  program.  The  FSHA  would  work  with  community  job 
training  and  referral  programs  that  train  economically  disadvantaged  individuals  for  the  jobs 
made  available  by  First  Source  employers  and  refer  them  for  consideration  for  employment.  The 
employer  would  retain  sole  discretion  in  making  hiring  decisions. 

Current  Law: 

A  variety  of  City,  Federal,  and  State  tax  incentives  are  available  to  employers  who  hire 
qualified  economically  disadvantaged  individuals.  Among  the  local  incentives,  the  City  offers  a 
tax  credit  of  100%  in  the  first  year  and  50%  in  the  second  to  businesses  that  create  new 
permanent  jobs,  or  relocate  existing  jobs  to  the  City.  Among  State  tax  incentives,  businesses  in 
designated  Enterprise  Zones  that  create  new  jobs  for  qualified  individuals  are  eligible  for  a 
payroll  tax  credit  of  100%  in  the  first  two  years  and  a  declining  credit  for  another  eight  years.  As 
part  of  welfare  reform,  the  Federal  government  created  the  Federal  Welfare-to-\Vork  Credit  and 
the  Work  Opportunity  Tax  Credit. 

Background: 

Welfare  Reform 

The  Federal  welfare  reform  law  adopted  in  1996  included  requiring  states  to  reach  workforce 
participation  rate  targets  or  face  monetary  penalties.  According  to  the  Department  of  Human 
Services  (DHS),  the  State  of  Cahfomia  has  indicated  that  should  the  State  fail  to  meet  its 
workforce  participation  rates,  it  would  pass  on  50%  of  the  cost  of  these  penalties  to  the  counties 
that  failed  to  sufficiently  reduce  their  welfare  caseload. 
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limits  will  result  in  an  increased  number  of  welfare  recipients  moving  off  welfare  in  the  next  few 
years.  Counties  in  general,  and  San  Francisco  in  particular,  are  responsible  for  helping  local 
welfare  recipients  to  find  jobs  and  employment  training,  as  well  as  providing  the  support  services 
needed  to  facilitate  their  transition  to  the  workforce. 

Access  to  First  Source  referrals  would  be  available  to  welfare  recipients  as  well  as  other 
economically  disadvantaged  individuals  who  are  not  receiving  welfare  support.  DHS  estimates 
that  roughly  2,000  economically  disadvantaged  individuals  per  year  would  be  linked  to  jobs 
through  the  Workforce  Development  System,  of  which  the  First  Source  program  would  be  a 
component.  The  number  of  entry  level  jobs  impacted  by  this  legislation  have  not  been  identified. 

The  Workforce  Development  System  is  an  on-going  enfity  which  brings  together 
representatives  of  City  departments  and  other  public  agencies,  businesses,  the  Private  Industry 
Council,  community  groups  and  social  welfare  advocates  to  address  employment  issues  in  the 
City.  It  grew  out  of  the  Mayor's  Welfare  Reform  Task  Force. 

Proposed  Administration 

The  proposed  ordinance  would  create  a  First  Source  Hiring  Administration  (FSHA)  to  help 
link  economically  disadvantaged  job  seekers  to  local  entry  level  jobs  in  the  City.  The  FSHA 
would  negotiate  FirsfSource  hiring  agreements  with  employers  which  would  commit  the 
employer  to  notifying  the  City  of  available  entry  level  jobs.  The  employer  would  be  required  to 
accept  applications  for  those  jobs  fi-om  qualified  "economically  disadvantaged  individuals" 
provided  by  the  City  and  its  partner  CBO's  for  a  period  of  not  more  than  ten  days.  The  employer 
would  not  be  required  to  hire  City-referred  applicants,  only  to  consider  their  applications 
exclusively  for  the  agreed  upon  period. 

However,  the  proposed  legislation  provides  for  the  inclusion  of  hiring  and  retention  goals  in 
First  Source  agreements.  Employers  that  fail  to  either  achieve  these  goals  or  to  establish  "good 
faith"  efforts  to  reach  the  goals  would  be  subject  to  the  sanctions  described  on  page  3. 

The  FSHA  would  be  an  interagency  working  group  made  up  of:  (1)  the  Mayor  or  his/her 
designee  from  the  Mayor's  Office  of  Economic  Development;  (2)  the  Executive 
Director/designee  of  the  Department  of  Human  Services;  (3)  the  Director/designee  of  the 
Mayor's  Office  of  Community  Development;  (4)  the  President/designee  of  the  Private  Industry 
Council  (PIC);  and  (5)  representatives  of  other  City  department  and  agencies. 

The  DHS  budget  includes  fimding  for  one  fiill-time  employee  to  staff  the  FSHA.  In  the  first 
year,  all  staffing  and  resources  would  be  drawn  fi^om  the  current  budgets  of  the  various 
departments  and  offices  that  make  up  the  FSHA.  In  subsequent  years,  this  budget  mechanism 
would  be  reevaluated.  The  proposed  legislation  does  not  require  the  FSHA,  as  an  interagency 
working  group,  to  report  to  any  particular  agency  or  department,  although  all  member 
departments  are  under  the  Mayor.  There  is  not  a  reporting  structure  for  the  staff  To  simplify 
fiscal  coordination  and  establish  staff  reporting  authority,  the  Committee  may  considering 
locating  the  FSHA  within  a  single  department  rather  than  under  an  interagency  working  group. 
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Forecasting  Job  Training  Needs 

The  FSHA  would  obtain  information  from  employers  about  future  job  creation  in  order  to 
help  local  employment  training  agencies  adapt  their  curricula  to  meet  the  needs  of  potential 
employers.  In  this  way,  job  seekers  would  be  able  to  learn  the  specific  skills  sought  by  local 
employers  which  will  make  them  better  candidates  for  employment.  The  PIC,  which  participates 
in  the  Workforce  Development  System,  uses  this  type  of  information  to  administer  Federal  and 
State  job  training  grants  to  local  CBO's.  An  inventory  of  available  employment,  education,  and 
training  services  can  be  found  in  Appendix  A  of  the  Employment  section  of  the  Mayor's  Welfare 
Reform  Task  Force  Final  Report.  This  report  is  on  file  with  the  Board  of  Supervisors. 

The  ordinance  would  create  a  Workforce  Development  Advisory  Committee  to  advise  the 
FSHA  on  training,  employment  needs,  policy,  monitoring,  and  oversight.  The  Advisory 
Committee  would  be  appointed  by  the  Mayor  and  include  representatives  of  CBO's,  labor 
organizations,  the  business  community,  and  City  departments.  The  Advisory  Committee  would 
not  have  formal  authority  over  the  FSHA. 

Public  and  Private  Projects  Captured 

The  proposed  legislation  would  divide  implementation  of  the  First  Source  program  into  two 
phases.  In  Phase  I,  First  Source  agreements  would  be  negotiated  on  certain  large  contracts  for 
public  works  projects;  property  contracts,  and  grants  or  loans  from  the  Mayor's  Office  of 
Housing  or  the  Mayor's  Office  of  Community  Development.  Sole  source  contract  awards  would 
be  exempt.  Phase  I  requirements  also  apply  to  private  commercial  development  projects  of  o\  cr 
50,000  square  feet  that  require  City-issued  permits  for  commercial  activity,  including  certificates 
of  occupancy,  regardless  of  whether  the  project  is  privately  financed  or  on  privately-owned 
property.  Roughly  ten  privately-backed  projects  requiring  building  permits  would  be  captured 
annually  in  Phase  I. 

After  two  years,  the  First  Source  program  would  move  into  Phase  II.  Phase  II  would  require 
First  Source  agreements  for  the  above  Phase  I  projects,  plus  all  City  grants  and  loans  in  excess  of 
$200,000,  contracts  for  services  greater  than  $200,000,  and  for  procurement  contracts  made  b\ 
the  Purchaser.  Sole  source  confracts  would  be  excluded.  Phase  II  would  also  apply  to  all 
development  projects  of  over  25,000  square  feet  that  require  permits  for  commercial  activity. 

Penalties  for  Non-Compliance 

Both  pubhcly  supported  projects  and  private  projects  requiring  a  permit  from  the  City  would 
be  required  to  negotiate  First  Source  agreements  or  be  assessed  monetar>'  penalties  for  non- 
compliance. Violations  of  the  proposed  ordinance  would  be  assessed  S2,070  for  every  entr>' 
level  posifion  improperly  withheld  from  the  First  Source  hiring  process.  The  penalty  of  S2,070  is 
equivalent  to  six  months  of  payments  to  recipients  in  the  Personal  Assisted  Employment 
Services  (PAES)  program,  the  City's  welfare-to-work  component  of  its  indigent  adult  income 
support  programs.  Contractors  may  also  face  the  loss  of  their  contracts  and  disqualification  from 
future  contracts.  Private  projects  may  also  be  subject  to  a  "stop  work"  order  for  failing  to 
comply. 
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Board  of  Supervisors  Review  After  Three  Years 

Three  years  after  the  effective  date,  the  Board  of  Supervisors  would  be  required  to  review  the 
First  Source  program  to  determine  if  it  effectively  links  economically  disadvantaged  individuals 
to  jobs,  whether  participants  are  receiving  appropriate  training,  and  if  amendments  to  the 
legislation  are  needed.  Although  the  legislation's  findings  link  the  need  for  this  program  to  the 
immediate  impacts  of  welfare  reform,  the  proposed  ordinance  does  not  contain  a  sunset 
provision.  The  Committee  may  choose  to  insert  a  sunset  provision  that  would  allow  the  Board  to 
reauthorize  the  First  Source  program  after  three  years. 

First  Source  Ordinances  in  Other  Cities 

Other  cities  that  have  First  Source  type  programs  include  Berkeley,  Oakland  and  Boston.  The 
Berkeley  program  has  been  operating  since  1986  under  the  Health  and  Human  Services 
Department.  The  City  conditions  the  issuance  of  grants  and  permits  on  agreement  by  business  to 
accept  referrals  from  the  City.  In  Berkeley  and  Oakland,  fines  can  be  imposed  on  publicly 
supported  construction  projects  that  do  not  comply  with  First  Source  hiring  requirements. 

No  counties  could  be  identified  that  had  implemented  by  ordinance,  specific  requirements  for 
hiring  welfare  recipients.  Although  some  county  social  service  agencies  have  contemplated  such 
regulations  and  have  been  able  to  voluntarily  include  provisions  in  contracts,  many  are  taking  a 
wait  and  see  approach  before  implementing  any  requirements,  because  their  clients  have  not 
found  many  barriers  to  locating  jobs  in  this  "healthy"  economy. 

Policy  Issues: 

Requiring  Businesses  to  Negotiate  First  Source  Agreements 

The  proposed  First  Source  ordinance  would  require  that  all  entities  doing  business  with  the 
City  (e.g.  through  public  financing,  contracts,  grants,  or  property)  comply  with  local  First  Source 
regulations.  The  proposed  ordinance  would  also  extend  First  Source  requirements  to  large 
commercial  development  projects  which  may  not  utilize  public  funds  or  property.  This  would 
allow  the  City  to  capture  a  larger  portion  of  the  entry  level  construction  jobs.  The  legislation 
authorizes  permits  to  be  withheld  and  provides  for  fines  to  be  levied  on  developers  who  do  not 
negotiate  First  Source  agreements. 

In  cases  where  the  City's  only  link  to  the  project  is  the  issuance  of  a  permit,  the  legislation 
would  require  private  developers  to  consider  City-referred  job  applicants  as  a  condition  of  doing 
business  in  San  Francisco.  This  differs  fi*om  publicly  funded  projects  in  which  the  developer 
must  comply  as  a  condition  of  receiving  a  public  economic  benefit,  such  as  financing  or 
property.  In  general,  other  City  business  policies,  such  as  the  Domestic  Partner  ordinance  or  the 
ban  on  trade  with  Burma,  apply  only  to  entities  doing  business  with  the  City.  The  Committee 
may  want  to  determine  if  it  should  extend  requirements  to  private  construction  projects.  This 
would  be  a  change  fi^om  the  general  policy  direction  taken  by  the  City.  The  Committee  may  want 
consider  amending  the  proposed  legislation  to  make  compliance  voluntary  for  projects  that  do 
not  utilize  public  funds  or  property  by  removing  sanctions  on  privately-backed  projects. 


Appealing  Decisions  of  the  First  Source  Hiring  Authority 

The  FSHA  would  be  responsible  for  determining  whether  an  employer  has  made  a  good  faith 
effort  to  comply  with  the  provisions  of  the  legislation.  A  lack  of  qualified  referrals,  delays 
beyond  the  control  of  the  employer,  urgent  hiring  needs  or  other  good  cause  demonstrated  by  the 
employer  may  be  a  defense  against  sanctions  imposed  by  the  FSHA. 

The  proposed  ordinance  requires  the  FSHA  to  establish  an  appeals  process  prior  to  the 
imposition  of  sanctions.  The  Committee  may  consider  amending  the  legislation  to  create  a 
process  by  ordinance  through  which  employers  may  appeal  decisions  of  the  FSHA  to  an 
independent  body  such  as  the  Board  of  Appeals.  If  the  Committee  chooses  that  option,  the 
latitude  of  the  Board  to  reduce  penalties  should  be  specified  by  amendment  to  the  ordinance. 

Authority  and  Administration 

The  proposed  legislation  would  establish  the  FSHA  as  a  free-standing  inter-agency  body  and 
does  not  require  the  FSHA  to  report  to  any  single  agency,  department  or  commission.  Although 
the  Director  of  DHS  indicates  that  initially  the  FSHA  staff  will  report  through  his  department, 
there  is  not  a  reporting  structure  for  the  staff  within  the  legislation.  To  provide  a  more  explicit 
line  of  authority,  the  Committee  may  consider  placing  the  FSHA  within  an  existing  department 
or  office. 

Working  with  Local  Institutions  and  Organizations 

The  proposed  ordinance  would  apply  First  Source  requirements  in  a  manner  that  does  not 
conflict  with  existing  labor  agreements.  The  FSHA  would  work  with  local  unions  to  develop 
First  Source  programs  consistent  with  collective  bargaining  agreements  on  the  many  of  the  large 
commercial  development  projects  planned  in  San  Francisco  that  employ  union  labor.  The 
FSHA,  which  has  been  meeting  as  an  informal  group,  has  consulted  and  plans  to  work  closely 
with  organized  labor  to  make  jobs  available  to  qualified  job  seekers  under  union  hiring 
procedures. 

Many  of  the  organizations  which  would  work  with  the  FSHA  to  implement  the  First  Source 
program  provide  job  training  services.  The  component  of  the  proposed  legislation  which 
requires  employers  to  provide  the  FSHA  with  projections  of  future  employment  needs  is 
designed  to  help  these  organizations  adequately  train  San  Franciscans  for  potential  employment. 

Much  of  the  fiinding  available  for  job  training  in  San  Francisco  comes  from  the  Federal  Job 
Training  Partnership  Act  (JTPA)  and  is  administered  by  the  Private  Industry  Council  (PIC)  of 
San  Francisco,  a  public-private  partnership.  The  FSHA  would  make  the  employment  projection 
data  obtained  from  potential  employers  available  to  the  PIC  and  to  partner  CBO's  so  that  job 
training  curricula  can  be  modified  to  meet  the  needs  of  employers. 

Some  businesses  in  competitive  industries  expressed  concern  that  pro\  iding  projections  of 
future  employment  opportunities  to  public  agencies  may  compromise  pnvate  proprietar\- 
information.  To  address  the  concerns  of  these  employers,  the  Committee  may  wish  to  amend  the 
ordinance  to  allow  private  employers  to  provide  employment  projections  to  the  FSHA  without 
identifying  their  company  or  to  exempt  them  if  the  employer  believes  that  doing  so  would 
compromise  a  competitive  position. 
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Options: 


1 .  Adopt  the  proposed  ordinance.  This  would  create  an  interdepartmental  First  Source  Hiring 
Administration  to  administer  the  ordinance  and  negotiate  First  Source  hiring  agreements  with 
developers  of  certain  construction  and  commercial  projects. 

2.  Amend  the  proposed  ordinance  to  locate  the  First  Source  Hiring  Administration  within  an 
existing  department  or  office.  This  would  give  oversight  authority  to  a  single  department. 

3.  Amend  the  proposed  ordinance  to  insert  a  sunset  provision  that  would  allow  the  Board  of 
Supervisors  to  reauthorize  the  First  Source  ordinance  after  three  years.  This  sunset  provision 
would  link  the  legislation  more  closely  to  the  consequences  of  welfare  reform,  as  described  in  the 
findings. 

4.  Amend  the  proposed  ordinance  to  make  compliance  voluntary  for  projects  that  do  not  utilize 
public  funds  or  property.  This  would  remove  sanctions  for  non-compliance  on  projects  that 
require  only  permits  fi-om  the  City.  This  may  also  reduce  the  number  of  construcfion  jobs 
available  to  qualified'economically  disadvantaged  individuals. 

5.  Amend  the  proposed  ordinance  to  provide  for  the  appeal  of  FSHA  decisions  to  an 
independent  body  such  as  the  Board  of  Appeals.  This  would  permit  employers  additional  due 
process  by  ordinance. 

6.  Amend  the  proposed  ordinance  to  allow  employers  to  either  anonymously  provide 
employment  projections  to  the  FSHA  or  receive  an  exemption  if  the  employer  believes  that 
doing  so  would  compromise  a  competitive  position. 

7.  Do  not  adopt  the  proposed  ordinance.  First  Source  requirements  guarantee  job  referral  and 
placement  opportunities  however  it  is  not  known  how  the  lack  of  hiring  requirements  would 
diminish  referral  opportunities.  The  existing  job  training  programs  for  disadvantaged  persons 
and  the  Department  of  Human  Services  and  the  PIC  would  be  responsible  for  finding  job 
placements. 


Prepared  by:    Billy  Blattner 
(415)  554-7784 

cc:  Board  of  Supervisors  Clerk  of  the  Board 

Harvey  Rose  Steve  Kawa 

City  Attorney 
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Committee  Hearing:   Finance  July  29,  1998 

File  Numbers:  98-0518;  98-0519  -  Affordable  Child  Care  Fund  amendments  and 

regulations 
Origin:  Supervisor  Teng 


Summary  of  Requested  Action: 


The  proposed  ordinance  (File  98-518)  and  accompanying  resolution  (File  98-0519)  would 
modify  current  law  and  regulations  by  phasing-out  the  use  of  Affordable  Child  Care  Fund 
monies  for  child  care  subsidies  and  instead  allow  funds  to  be  used  to  increase  and  or  improx  c  the 
supply  of  child  care  facilities  through  grants  and  loans;  expand  the  sources  contributing  to  the 
fund;  and  authorize  a  study  to  examine  the  relationship  between  office  and  hotel  development 
projects  and  the  demand  for  child  care. 

A  proposed  amendment  to  the  ordinance  would  rename  the  fund  the  "Child  Care  Capital  Fund" 


Current  Law: 


Section  314.5  of  the  Plarming  Code  contains  provisions  for  an  Affordable  Child  Care  Fund  into 
which  is  deposited  revenue  generated  by  fees  imposed  on  office  and  hotel  de\  elopnient  projects 
($l/square  foot)  as  a  condition  of  building  or  site  permit  appro\  al.  Current  law  requires  that  at 
least  25%  of  revenues  deposited  in  this  fund  be  used  to  pay  child  care  providers  to  subsidize  the 
cost  of  child  care  for  low  and  moderate  income  households.  In  distributing  these  subsidies, 
priority  is  given  to  children  directly  impacted  by  the  assessed  new  office  and  hotel  development 
projects,  through  either  the  employment  of  the  children's  parents  or  the  location  of  the  child  care 
facility  in  close  proximity  to  the  development  project. 

Regulations  for  the  administration  of  the  fund  are  developed  by  the  Director  of  Planning  and 
adopted  by  the  Board  of  Supervisors. 

Background: 

The  Affordable  Child  Care  Fund 

Recognizing  a  causal  connection  between  large-scale  office  and  hotel  development  and  the  need 
for  additional  child  care  facilities  in  San  Francisco,  particularly  facilities  that  sen  e  the  low  and 
moderate  income  workers  employed  in  those  development  projects,  the  Board  of  Supervisors 
created  the  Affordable  Child  Care  Fund  (Ord.  41 1-85)  to  increase  the  supply  of  and  access  to 
child  care  facilities. 
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Current  law  and  regulations  require  development  projects  of  50,000  or  more  square  feet  of  space 
to  either  provide  child  care  facilities  or  to  pay  a  $1  per  square  foot  fee  which  is  deposited  into  the 
Affordable  Child  Care  Fund  as  a  condition  of  building  or  site  permit  approval.  Under  a 
memorandum  of  understanding  between  the  Planning  Department  and  the  Mayor's  Office  of 
Children,  Youth,  and  their  Families  (MOCYF),  the  Planning  Department  collects  and  deposits 
fees  into  the  Fund,  which  is  then  administered  by  MOCYF.  The  current  Fund  balance  is  $1.43 
million.  There  are  no  revenue  projections  available  for  this  fiscal  year. 

By  current  law,  at  least  25%  of  Fund  monies  must  be  used  to  provide  child  care  subsidies  to  low 
and  moderate  income  households.  According  to  Amy  Kershaw  of  MOCYF,  funds  are  currently 
spent  on  subsidies  for  children  up  to  the  age  of  3.  At  the  present  time,  37  famihes  receive  these 
subsidies  at  a  cost  of  over  $200,000  each  year. 

Other  Funds 

The  Mayor's  Office  has  also  established  the  Child  Care  Facilities  Fund,  which  receives  City  and 
private  fiinding.  The  current  balance  is  approximately  $1.5  million.  The  program  which  provides 
grants,  loans  and  technical  assistance,  is  administered  by  the  Low  Income  Housing  Fund. 

Demand  for  and  Supply  of  Child  Care 

As  reported  in  the  Mayor's  Welfare  Reform  Task  Force  Final  Report,  there  are  an  estimated 
16,000  licensed  child  care  slots  in  San  Francisco  in  addition  to  many  license-exempt  family  child 
care  providers,  approximately  1 1,000  children  receive  child  care  subsidies,  6,000  children  are  on 
waiting  lists  for  subsidized  child  care,  and  an  estimated  4,100  to  1 1,000  total  child  care  subsidies 
will  be  needed  as  a  result  of  welfare  reform.  Of  the  1 1 ,000  San  Francisco  children  currently 
receiving  subsidies  fi-om  Federal,  State  and  local  sources,  37  receive  subsidies  fi-om  the 
Affordable  Child  Care  Fund. 

In  1996-97,  San  Francisco  spent  $50.6  milHon  on  subsidized  child  care  for  AFDC  and  low- 
income  families,  92%  of  which,  or  $46.4  million  was  fi-om  State  and  Federal  sources.  In 
1998-99,  expenditures  are  expected  to  be  closer  to  $71  million.  In  1998-99  a  total  of  $2.3 
million  of  public  fiinds  are  designated  for  facilities  development  and  im.provements.  At  the 
current  balance  of  $1 .43  million,  the  Affordable  Child  Care  Fund  amounts  to  2.8%  of  the  total 
fiinds  spent  for  subsidized  child  care  in  1996-97.  Adding  that  amount  for  facility  improvements 
increases  funds  available  by  40%.  (See  the  last  page  of  the  report  for  a  breakdown  of  the  sources 
of  funds  and  amounts  available  for  facilities  and  subsidized  care  in  San  Francisco). 

Poiicv  Issues: 

Instability  of  Funding  Source  Limits  Uses 

Because  the  level  of  resources  available  through  the  Affordable  Child  Care  Fund  is  dependent  on 
development  project  fees  which  vary  from  year  to  year,  it  is  difficult  to  anticipate  the  annual 
resources  that  will  be  available  for  child  care  subsidies.  This  instability,  reports  Ms.  Kershaw, 
makes  Fund  monies  an  unreliable  source  of  funds  for  subsidies. 
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According  to  September  Jarrett  of  the  Low  Income  Housing  Fund,  a  non-profit  organization  thai 
provides  financial  and  technical  assistance  to  child  care  providers  and  other  community-based 
organizations,  child  care  subsidies  are  often  insufficient  to  cover  per  child  operating  costs. 
Consequently,  important  facility  maintenance  is  often  neglected  in  order  to  cut  costs. 
Approximately  80  to  85%  of  San  Francisco  child  care  operators  rent  their  space. 

Ms.  Kershaw  and  Ms.  Jarrett  beHeve  that  development  fees  would  be  better  spent  to  expand  and 
improve  child  care  facilities  in  San  Francisco  rather  than  to  provide  subsidies.  Ms.  Kershaw 
adds  that,  subsequent  to  the  creafion  of  the  Affordable  Child  Care  Fund,  a  State  law  w  as  adopted 
prohibiting  the  use  of  developers  fees  for  purposes  other  than  one-time  capital  improv  cment.s. 
Because  the  Fund  was  created  before  the  State  law  took  effect,  the  law  does  not  appl> . 

The  proposed  ordinance  and  regulations  would  permit  Fund  monies  to  be  used  to  expand  and  or 
improve  the  supply  of  affordable  child  care  facilities  and  would  set  aside  sufficient  funds  o\  cr  the 
next  three  years  to  continue  to  provide  child  care  subsidies  to  the  37  families  currently  recei\  ing 
subsidies  fi^om  this  program.  No  new  subsidies  would  be  provided  from  the  Fund.  According  to 
Ms.  Kershaw,  famihes  that  might  otherwise  seek  subsidies  from  the  Fund  are  likely  to  be  eligible 
for  subsidies  fi-om  other  sources. 

Utilization  of  Fund  to  Leverage  Other  Resources 

The  proposed  ordinance  would  expand  the  authority  of  the  Fund  to  accept  monies  from  third 
parties  in  addition  to  general  fiand  and  developer  fee  revenues.  According  to  Ms.  Kershaw , 
MOCYF  would  contract  with  a  third  party,  such  as  the  Low  Income  Housing  Fund,  to  manage 
financial  assistance  for  capital  improvements,  technical  assistance,  and  to  le\  crage  outside 
resources. 

Strengthening  Fund  Regulations 

The  Board  is  required  to  adopt  new  regulations  to  implement  the  new  purposes  of  the  fund.  The 
resolufion  before  the  Committee  states  that  the  Mayor's  Office  of  Children  Youth  and  Their 
Families  will  prepare  regulations.  The  resolution,  should  be  amended  to  replace  the  current  fund 
name  with  the  new  name  contained  in  the  proposed  ordinance  and  regulations. 

The  Mayor's  Office  of  Community  Development  (MOCD),  which  has  funded  some  child  care 
facilities,  is  required  to  follow  regulations  promulgated  by  the  U.S.  Department  of  Urban 
Development  for  the  projects  fiinded  by  Community  Development  Block  Grant  (CDBG)  funds. 
One  of  the  requirements  for  projects,  is  that  the  facilities  must  maintain  usage  by  low  income 
persons  for  five  years  following  receipt  of  the  grant.  MOCD  has  added  their  own  requirement, 
extending  this  period  of  time  to  ten  years  if  the  grant  is  over  5100,000. 

The  Committee  may  want  to  consider  similar  requirements  for  facilities  receiving  funds  for 
capital  improvements.  This  would  ensure  that  improved  facilities  would  continue  to  ser\  e  low 
and  moderate  income  famihes  for  several  years  after  receiving  a  grant  or  loan. 


Use  of  Funds  for  Nexus  Study 

The  proposed  ordinance  and  resolution  would  also  permit  funds  to  be  used  to  fund  a  study 
demonstrating  the  relationship  between  office  and  hotel  development  projects  and  child  care 
demand,  the  premise  of  the  ordinance  establishing  the  Affordable  Child  Care  Fund.  Ms. 
Kershaw  reports  that  such  a  study  demonstrating  the  nexus  between  development  and  child  care 
has  not  been  conducted,  although  it  is  required  by  State  law  to  justify  the  imposition  of  a 
development  fee.  Ms.  Kershaw  expects  that  funds  v^ould  be  used  by  the  Planning  Department  to 
conduct  a  one-time,  not  annual,  nexus  study  at  an  estimated  cost  of  $20,000  to  $50,000. 


1 .  Adopt  the  proposed  ordinance.  This  would  phase-out  Affordable  Child  Care  Fund  subsidies 
over  three  years;  permit  Fund  monies  to  be  used  to  increase  and/or  improve  the  supply  of  child 
care  facilities;  expand  the  sources  of  funds  that  can  deposited  in  the  Affordable  Child  Care  Fund; 
authorize  a  nexus  study  and  change  the  name  to  Child  Care  Capital  Fund. 

2.  Amend  the  resolution  to  reflect  the  change  in  the  name  of  the  Affordable  Child  Care  Fund  to 
Child  Care  Capital  Fund. 

3.  Amend  the  regulations  for  the  Child  Care  Capital  Fund  to  include  a  requirement  that  facilities 
must  continue  to  serve  low  income  persons  for  five  years  following  receipt  of  the  grants. 

4.  Do  not  adopt  the  proposed  ordinance  and  resolution.  This  would  require  at  least  25%  of 
Affordable  Child  Care  Fund  monies  to  continue  to  be  used  for  subsidies;  and  would  not  permit 
Fund  monies  to  be  used  to  improve  child  care  facilities,  expand  the  sources  of  funds  that  can  be 
deposited  in  the  Fund,  nor  authorize  a  nexus  study. 


Options: 


Prepared  by:    Billy  Blattner  and  Gail  Feldman 
(415)  554-7784 


cc: 


Board  of  Supervisors 
Harvey  Rose 
City  Attorney 
MOCYF 


Clerk  of  the  Board 
Steve  Kawa 
Planning  Department 
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Table  1 


Child  Care  Facilities  Funding  from  Public  Sources 


Agency 

Amount  available  in  1998-99 

Mayor's  Office  of  Community  Development 

$  269,940  (projects  already  committed) 

S.F.  Redevelopment  Agency  (moscone  ctr) 

$     0         (55,451,000  project  completed) 

Mayor's  Off  Of  Children,  Youth  &  Families 

$  1,500,000 

Department  of  Human  Services  -  Capacity 
Building 

$  600,000 

Private  Foundations 

n/a 

Total  Child  Care  Facility  Funding 

$  2,369,940 

sources:  MOCD,  MOCYF,  SFRA,  DHS 


Table  2 


Funding  for  Subsidized  Child  Care  Serv  ices 


Agency 

Amount  Available  1998-99 

Department  of  Human  Services 

S2S.419J96 

CALWORKS  Childcare 

$25,463, 793 

Homeless  Childcare 

$  60,400 

Child  Welfare  Childcare 

$  895,603 

Non-Calworks  Childcare 

$  2,000.000 

Mckirmey  Homelessness  Assistance 

$  1,400,000 

Unified  School  District 

S36. ')()(). 000' 

Head  Start 

S^.ODO.OOO 

Private  Industry  Council 

S  325.000 

TOTAL  Subsidized  Child  Care  Funding 

S71, 744796 

Source:  DHS 


'  Dollar  amount  based  on  1995/96  figures  from  Mayor's  Welfare  Reform  Task  Force  Final  Report. 
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Memorandum 


To: 


Members  of  the  Board  of  Supervisors 


DOCUMENTS  DEPT. 

AUG  0  6  1998 


From: 


Gail  Feldman,  Chief  Legislative  Analyst 


Date: 


July  30,  1998 


Re: 


Delinquency  Prevention  Commission  (File  97-97-29) 


Legislation  to  repeal  the  Delinquency  Prevention  Commission  was  proposed  in  September.  Although  there  is 
no  hearing  scheduled  on  the  legislation  at  this  time,  this  report  is  being  distributed  for  your  information.  A  cop\- 
has  been  provided  to  the  Delinquency  Prevention  Commission  and  they  have  been  consulted  throughout  the 
analysis  and  drafting  process. 

Please  feel  free  to  contact  me  at  554-7788  if  you  have  questions  regarding  the  report. 
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Use  of  Funds  for  Nexus  Study 

The  proposed  ordinance  and  resolution  would  also  permit  funds  to  be  used  to  fund  a  study 
demonstrating  the  relationship  between  office  and  hotel  development  projects  and  child  care 
demand,  the  premise  of  the  ordinance  establishing  the  Affordable  Child  Care  Fund.  Ms. 
Kershaw  reports  that  such  a  study  demonstrating  the  nexus  between  development  and  child  care 
has  not  been  conducted,  although  it  is  required  by  State  law  to  justify  the  imposition  of  a 
development  fee.  Ms.  Kershaw  expects  that  funds  would  be  used  by  the  Planning  Department  to 
conduct  a  one-time,  not  annual,  nexus  study  at  an  estimated  cost  of  $20,000  to  $50,000. 


1.  Adopt  the  proposed  ordinance.  This  would  phase-out  Affordable  Child  Care  Fund  subsidies 
over  three  years;  permit  Fund  monies  to  be  used  to  increase  and/or  improve  the  supply  of  child 
care  facilities;  expand  the  sources  of  funds  that  can  deposited  in  the  Affordable  Child  Care  Fund; 
authorize  a  nexus  study  and  change  the  name  to  Child  Care  Capital  Fund. 

2.  Amend  the  resolution  to  reflect  the  change  in  the  name  of  the  Affordable  Child  Care  Fund  to 
Child  Care  Capital  Fund. 

3.  Amend  the  regulations  for  the  Child  Care  Capital  Fund  to  include  a  requirement  that  facilities 
must  continue  to  serve  low  income  persons  for  five  years  following  receipt  of  the  grants. 

4.  Do  not  adopt  the  proposed  ordinance  and  resolution.  This  would  require  at  least  25%  of 
Affordable  Child  Care  Fund  monies  to  continue  to  be  used  for  subsidies;  and  would  not  permit 
Fund  monies  to  be  used  to  improve  child  care  facilities,  expand  the  sources  of  funds  that  can  be 
deposited  in  the  Fund,  nor  authorize  a  nexus  study. 


Prepared  by:    Billy  Blattner  and  Gail  Feldman 


Options: 


(415) 554-7784 


cc: 


Board  of  Supervisors 
Harvey  Rose 
City  Attorney 


Clerk  of  the  Board 
Steve  Kawa 
Planning  Department 


MOCYF 
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Table  1 


Child  Care  Facilities  Funding  from  Public  Sources 


Agency 

Amount  available  in  1998-99 

Mayor's  Office  of  Community  Development 

$  269,940  (projects  already  committed) 

S.F.  Redevelopment  Agency  (moscone  ctr) 

$     0         ($5,45  KOOO  project  completed) 

Mayor's  Off.  Of  Children,  Youth  &  Families 

$  1,500,000 

Department  of  Human  Services  -  Capacity 
Building 

$  600,000 

Private  Foundations 

n/a 

Total  Child  Care  Facility  Funding 

$  2,369,940 

sources:  MOCD,  MOCYF,  SFRA,  DHS 


Table  2 


Funding  for  Subsidized  Child  Care  Serv  ices 


Agency 

Amount  Available  1998-99 

Department  of  Human  Services 

$28,419,796 

CALWORKS  Childcare 

$25,463, 793 

Homeless  Childcare 

$  60,400 

Child  Welfare  Childcare 

$  895,603 

Non-Calworks  Childcare 

$  2,000,000 

Mckinney  Homelessness  Assistance 

$  1,400,000 

Unified  School  District 

536.000.000' 

Head  Start 

$",000, 000 

Private  Industry  Council 

$  325.000 

TOTAL  Subsidized  Child  Care  Funding 

$71,744796 

Source:  DHS 


'  Dollar  amount  based  on  1995/96  figures  from  Mayor's  Welfare  Reform  Task  Force  Final  Report. 
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Members  of  the  Board  of  Supervisors 


Gail  Feldman,  Chief  Legislative  Analyst 
July  30,  1998 

Delinquency  Prevention  Commission  (File  97-97-29) 


doc6mentsoept. 
AUG  0  6  19'^8 

SAN  FBANCia--^ 
PUBUCUBRABV 


Legislation  to  repeal  the  Delinquency  Prevention  Commission  was  proposed  in  September.  Although  there  is 
no  hearing  scheduled  on  the  legislation  at  this  time,  this  report  is  being  distributed  for  your  infomiation.  A  copy 
has  been  provided  to  the  Delinquency  Prevention  Commission  and  they  have  been  consulted  throughout  the 
analysis  and  drafting  process. 


Please  feel  free  to  contact  me  at  554-7788  if  you  have  questions  regarding  the  report. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
BOARD  of  SUPERVISORS 


OFFICE  OF  THE  LECISI.A  IIN  K  \N  Al  YST 
Gail  Feldman,  Chief  Legislatise  \iiul>st 


DOCUMENTS  DEPT. 

AUG  0  6  1923 


Legislative  Analysis 


SAN  FRAN^.--  -; 
PUBLIC  LIBRARY 


File  Number: 
Origin: 


97-97-29  Dissolution  of  the  Delinquency  Prevention  Commission 
Supervisor  Kaufman,  Clerk  of  the  Board 


Summary  of  Requested  Action: 

The  proposed  ordinance  would  repeal  certain  sections  of  the  Administrative  Code  in  order  to  dissolve  the 
Delinquency  Prevention  Commission  (DPC)  and  to  repeal  the  Delinquency  Prevention  Fund,  a  special  fund  set 
up  for  discretionary  purposes  of  the  Commission. 

Current  Law 

The  California  Welfare  and  Institutions  Code  (section  233)  authorizes  a  County  Board  of  Supervisors  to  appoint 
a  citizen  committee  to  coordinate  governmental  and  non-governmental  organizations  in  activities  designed  to 
prevent  juvenile  delinquency.  The  San  Francisco  Board  of  Supervisors  established  such  a  commission  in  1968. 
Currently  there  are  nineteen  members  appointed  by  the  Board.  The  provisions  applying  to  the  commission  arc 
found  in  the  City's  Administrative  Code  Sections  20.50  et  seq. 


The  Commission  is  currently  staffed  by  an  executive  director  and  an  assistant  with  a  budget  of  S 1 41 .83 1  and 
located  in  an  office  at  Fox  Plaza.  The  Director  reports  to  the  Clerk  of  the  Board  of  Superv  isors.  The 
Commission  meets  on  the  third  Tuesday  of  each  month  and  has  several  sub-committees  that  meet  regularly. 
The  last  annual  report  was  submitted  June  30,  1997. 

According  to  their  annual  report,  the  DPC's  purpose  is;  to  strengthen,  facilitate  and  coordinate  the  existing 
programs  and  services  of  public  departments  and  private  agencies;  to  study  all  factors  which  directly  or 
indirectly  promote  juvenile  delinquency  and  to  stimulate  the  community  to  adopt  measures  to  prevent  juvenile 
delinquency.  Sub-committees  have  been  established  to  focus  on  violence  prevention,  mentoring  and  education 
and  employment.  Some  of  the  projects  worked  on  include  providing  administrative  support  for  coalitions 
(mentoring  and  youth  employment  coalition)  and  new  non-profit  organizations  (Hear  Me  &.  Co..  Center  for 
Young  Women's  Development).  The  Commission  also  sponsors  the  Outstanding  Youth  Aw  ards  w  hich  honors 
ten  young  people,  nominated  by  a  youth  organization  for  their  ability  to  surmount  massive  obstacles  and  make  a 
contribution  to  their  community.  Past  commission  projects  have  included  Come  into  the  Sun  Girls  Mentorship 
program  (1992)  administered  by  the  YWCA  and  formation  of  several  coalitions  such  as  the  youth  emplo>Tnent, 
gay/lesbian  youth  advocates,  Kujichagulia,  Asian  Pacific  Island  and  Latinos  Unidos. 

A  survey  of  several  urban  counties  indicates  that  most  have  eliminated  or  merged  their  Delinquency  Prevention 
Commissions  with  other  committees  (see  last  page  of  report). 


Background 
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There  is  no  question  that  juvenile  crime  is  a  problem  in  San  Francisco.  Although  such  cnme  showed  a  long 
term  decreasing  trend  over  the  past  ten  years,  data  contained  in  the  Juvenile  Probation  1996  Annual  Report 
indicates  a  12.9%  increase  in  referrals  and  bookings  for  juvenile  offenders  between  1995  and  1996.  The  long 
term  trend  however  includes  ebbs  and  flows  in  the  number  of  juveniles  referred  each  year. 

!    The  incidence  of  juvenile  crime  and  delinquency  may  indicate  that  old  solutions  are  not  working  or  that  more 
emphasis  needs  to  be  placed  on  prevention.  Legislators  at  the  local  government  level  have  the  option  of 
funding  new  programs  or  shaping  how  the  organizations  that  address  juvenile  delinquency  are  structured  in 
order  to  try  to  impact  the  occurrence  of  crimes  and  associated  problems. 

Policy  Issues 

1.  Is  there  duplication  of  effort  within  the  City  agencies  that  address  delinquency  prevention? 

The  City  has  several  departments,  agencies  and  advisory  groups  that  provide  services  and  address  concerns 
regarding  youth,  and  youth  within  the  criminal  justice  system.  There  are  areas  of  overlap  among  all  the  groups. 
While  there  does  appear  to  be  some  coordination  between  some  of  these  offices,  most  were  not  in  contact  with 
the  DPC.  The  DPC  Director  however  states  that  meetings  have  occurred  with  the  commissions  under  Probation. 
While  there  is  a  significant  amount  of  funding  distributed  each  year  for  delinquency  prevention  programs,  DPC 
does  not  appear  to  have  a  role  in  these  decisions  which  are  determined  by  the  other  City  offices.  It  appears  thai 
there  is  both  duplication  and  lack  of  coordination  among  the  various  groups  working  on  juvenile  justice  issues. 

The  following  are  the  City  departments,  agencies  and  committees  that  address  delinquency  pre\  ention  and 
juvenile  crime: 

Juvenile  Probation:  Provides  supervision  to  youth  who  have  been  remanded  by  the  courts  and  has  a  number  of 
programs  to  prevent  delinquency  and  referral  to  the  juvenile  justice  system.  The  department  has  tw  o  advison,- 
committees  and  one  "watchdog"  committee: 

Juvenile  Probation  Commission:  Established  by  the  City  Charter,  has  seven  members,  iw  o  nominated  by  the 
presiding  Judge  and  all  appointed  by  the  Mayor  to  provide  supervision,  support  and  advise  the  Chief  Probation 
Officer.  There  is  no  mission  specified  in  the  Charter.  The  commission  has  an  assigned  secretary  through  the 
Probation  Department. 

The  Juvenile  Justice  Coordinating  Council:  Established  by  State  law,  has  31  members  w  hose  mission  is;  to 
provide  oversight  of  the  S.F.  comprehensive  Juvenile  Justice  Action  Plan  and;  advise  the  Chief  Probation 
Officer  on  an  expenditure  plan  for  funds  received  from  the  State  under  the  Temporar>'  Assistance  to  Needy 
Famihes  (TANF)  grant.  Program  funds  are  targeted  to  community  prevention  and  treatment  ser\  ices  for  youth 
at  risk.  Probation  staff  are  provided  to  this  council. 

Juvenile  Justice  Commission:  Mandated  by  State  law  with  investigative  authority  to  oversee  the  operations  of 
Juvenile  Hall,  of  is  composed  of  fifteen  members  appointed  by  Presiding  Judge  to  inspect  and  investigate 
facilities  where  youth  are  detained.  The  commission  has  one  staff  person. 

Mayor's  Criminal  Justice  Council:  The  umbrella  group  is  composed  of  City  Department  Heads  from  the 
Criminal  Justice  System  and  is  advisory  to  the  Mayor  on  policy  regarding  criminal  justice  issues  and 
department  operations.  The  Council  provides  funding  for  juvenile  violence  projects  by  coordinating  with  the 
Police  Department,  Probation  and  Department  of  Public  Health. 
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Mayor's  Office  of  Children,  Youth  and  Their  Families:  The  Office  primarily  distributes  funding  for 
services  to  children  and  youth.  In  1997-98  MOCYF  identified  and  distributed  S2. 5  million  (25%  of  the 
annual  funding  from  property  taxes)  to  community  organizations  and  agencies  for  the  purpose  of  carrying  out 
delinquency  prevention  activities.  Additionally,  MOCYF  has  worked  on  beacon  center  planning  efforts  in 
coordination  with  the  Criminal  Justice  Council. 

Youth  Commission:  Estabhshed  by  voters  to  collect  information  relevant  to  advising  the  Board  and  Mayor  on 
the  effects  of  legislative  policies,  needs,  assessments,  priorities,  programs  and  budgets  concerning  the  children 
and  youth  of  San  Francisco.  The  Charter  among  many  other  issues,  directs  the  1 7  member  Commission  to 
submit  recommendations  to  the  Mayor  and  Board  of  Supervisors  about  juvenile  crime  prevention.  The 
Commission  has  worked  with  the  Juvenile  Justice  Coordinating  Council  and  has  advised  the  Chief  Probation 
Officer  on  how  to  involve  or  utilize  youth  in  an  advisory  role. 

2.  What  is  the  most  effective  location  for  DPC  within  the  City  organization?  &  Which  City  agency  or 
department  would  be  most  effective  in  supervising  the  commission  staff? 

The  Clerk  of  the  Board  has  suggested  a  reorganization  of  the  DPC  because  the  staff  and  commission  are  not 
logically  part  of  the  legislative  branch  operations.  The  Clerk  does  not  have  program  knowledge  in  ju\cnilc 
justice  and  prevention  to  adequately  supervise  the  staff  Most  of  the  Board's  committees  and  commissions  do 
not  have  separate  staff  Only  one  commission  (Park  and  Open  Space  Commission)  could  be  identified  that  had 
staff  and  were  supervised  by  a  department  with  a  compatible  mission;  the  commission  secretary  is  supcr\  iscd  by 
the  Recreation  and  Park  General  Manager. 

The  Board  has  several  potential  reorganization  options  which  could  allow  DPC  appointees  to  continue 
contributing  to  the  City.  DPC  commissioners  have  expressed  an  interest  in  continuing  to  sen.'e  at  the  pleasure 
of  the  Board.  The  reorganization  options  suggested  by  the  Clerk  included  transferring  the  Commission  to  the 
Mayor's  Criminal  Justice  Council  or  that  it  be  abolished  (as  is  proposed  by  repealing  the  ordinance).  .A  rc\  ie\% 
of  the  existing  offices  and  commissions  found  that  some  would  provide  a  more  congruent  fit  than  others.  Below 
are  some  of  the  options  identified: 

Probation  Department 

A.  Dissolve  the  DPC  and  increase  the  Juvenile  Justice  Coordinating  Council  membership  to  include  some 
of  the  DPC  appointees.  The  JJCC  membership  is  approved  by  the  Board  of  Supervisors.  At  the  time  it 
was  established,  the  Chief  Probation  Officer  stated  he  would  add  additional  community  appointments. 
The  fit  is  good  in  that  the  JJCC  is  responsible  for  recommendations  on  the  expenditure  of  over  S3 
million  for  juvenile  jusfice  prevention  and  treatment  programs.  The  Chief  Probation  Officer  supports  up 
to  5  DPC  appointees  being  added  to  the  Council,  however  has  not  committed  to  taking  DPC  staff  at  this 
time.  More  discussion  would  need  to  occur  regarding  funding  and  staffing.  The  Board  is  obligated  by 
the  Children's  Baseline  Inifiadve  to  a  maintenance  of  effort  for  children's  serv  ices  in  an  amount  of 
$141,000  somewhere  within  the  City  budget. 

Mayor's  Office 

B.  The  Mayor's  Office  of  Children,  Youth  and  Their  Families  would  provide  a  good  placement  for  the  DPC 
staff,  particularly  in  a  role  of  evaluating  the  effectiveness  of  the  grants  given  to  organizations  for 
delinquency  prevention.  A  role  for  the  Commissioners  within  this  Office  is  less  clear,  an  ad%  isory 

401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532  3 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


committee  to  the  Director  might  be  acceptable  however  at  this  time  the  Office  docs  not  ha\  c  a  director 
who  can  commit  to  a  new  organizational  structure. 

C.  The  Mayor's  Criminal  Justice  Council  did  not  indicate  an  interest  in  absorbing  the  commission  or  it's 
staff,  however  this  office  would  be  a  possible  placement  for  DPC  staff  The  Council  does  distriWitc 
funding  for  delinquency  prevention  and  this  presents  a  possible  link  to  the  work  of  the  DPC. 

Board  of  Supervisors 

D.  The  DPC  could  be  continued  as  presently  constituted  but  the  DPC  staff  could  be  moved  under  another 
department  or  eliminated.  Staffing  the  DPC  would  then  be  limited  to  clerical  assistance  from  the  Clerk 
of  the  Board.  The  effectiveness  of  this  would  depend  on  the  ability  of  the  commissioners  to  carr\'  out 
the  mission  of  the  Commission.  The  Board  may  want  to  refine  the  mission  of  the  DPC. 

E.  The  DPC  could  be  allowed  to  operate  as  an  independent  commission  but  such  a  reorganization  u  ould 
likely  add  to  the  cost  of  the  operation  for  fiscal  and  administrative  functions  now  provided  by  the  Clerk. 
Accountability  would  be  difficult  to  control  and  for  these  reasons,  this  option  is  not  highK 
recommended. 

F.  The  Youth  Commission  did  not  appear  to  be  a  good  fit  because  their  purpose  is  to  represent  the 
viewpoint  of  persons  under  the  age  of  twenty-three  on  youth  issues. 

3.  Should  the  Special  Fund  for  DPC  be  Discontinued? 

The  DPC  has  been  authorized  to  accept  donations  and  gifts  through  the  Friends  of  the  Delinquency  Prc\  cntion 
Commission  Special  Fund.  The  moneys  collected  in  this  fund  have  been  used  to  partially  co\  er  the  cost  of  the 
Outstanding  Youth  Awards.  This  year  the  fund  provided  $2,500  toward  the  Awards  event  which  cost  over 
$5,000.  The  Clerk  of  the  Board's  staff  has  been  administering  the  fund  for  the  DPC.  Currently  the  fund 
balance  is  zero.  The  fund  may  provide  the  necessary  funding  for  the  awards  event  however  it  may  encourage 
the  Commission  to  commit  to  event  costs  greater  than  what  is  raised  by  the  fund,  resulting  in  a  general  fund  cost 
as  occurred  in  1997-98.  Continued  oversight  of  the  fund  by  a  City  department  head  should  occur  if  the  fund  is 
not  repealed. 

OPTIONS: 

1.  Adoption  of  the  ordinance  would  eliminate  the  DPC  and  the  special  fund  under  its  control.  The  Board  uould 
need  to  re-allocate  DPC  funding  to  other  children's  services. 

2.  Merge  the  Commission  under  an  existing  City  committee  which  has  programs  and  a  focus  on  >  outh  and 
justice  matters,  such  as  the  Juvenile  Justice  Coordinating  Council. 

3.  Bifurcate  the  Commission  and  the  Commission's  staff,  either  move  the  staff  and  or  the  funding  to  another 
City  department  or  office.  This  allows  the  Board  the  option  of  maintaining  the  Commission  as  currently 
consfituted  but  eliminates  the  office  of  the  Commission. 

4.  Eliminate  the  special  fund  or  maintain  it  with  the  oversight  of  a  City  department  head. 
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SURVEY  OF  URBAN  COUNTY  DELINQUINCY  PREVENTION  COMMISSIONS 


COUNTY 

DO  THEY  HAVE  A 
D.P.C  ? 

DEPARTMENT 
REPORTED  TO 

STAFFED  BY 

Alameda 

Joint  w/  Juvenile  Justice 
Commission 

Probation  Officer 

Probation  Dept.  staff 

Contra  Costa 

Joint  w/  juvenile  justice 
Commission 

Probation  Officer 

Probation  Dept.  Staff 

Los  Angeles 

No 

n/a 

n  a 

Sacramento 

Joint  Juvenile  Justice 
Commission 

Courts  -  Presiding  Judge 

Commission  Staff 

San  Diego 

Standing  committee  of 
Children,  Youth  & 
Family  Commission. 

Director  Health  &  Human 
Services 

HHS  staff 

Santa  Clara 

No 

n/a 

n  a 

Analysis  Prepared  by:  Gail  Feldman 
(415)554-7788 
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MEMORANDUM 


To:       Supervisor  Michael  Yaki,  Chairman  of  the  Economic  Development  and  Transportation  Committee 
Supervisor  Leslie  Katz 
Supervisor  Mark  Leno 

From:   Gail  Feldman,  Chief  Legislative  Analyst 
Date:    July  3 1,1998 

Re:      Treasure  Island  Public  Benefit  Ordinance  (file  98-0998) 

This  ordinance  would  implement  provisions  found  in  Proposition  K.  In  our  previous  report  on  legislation 
regarding  the  Treasure  Island  Development  Authority  (file  98-0430),  we  included  a  comparison  of  Proposition 
K  and  a  resolution  establishing  addidonal  requirements  on  the  Authority,  which  was  subsequent!)  adopted  b> 
the  Board  on  May  8,  1998  (Resolution  314-98).  I  have  excerpted  this  section  of  the  report  for  your  review. 


•  Proposition  K  would  declare  that  it  is  the  policy  of  the  City  that  all  Treasure  Island  leases  of  1 0  years  or 
more  or  with  revenues  of  $1  million  dollars  or  more  be  approved  by  the  Board  of  Super\  isors. 

The  resolution  before  the  committee  contains  the  same  provision. 

•  Proposition  K  would  declare  that  it  is  the  policy  of  the  City  that  all  Treasure  Island  leases  shall  be  awarded 
by  competitive  bidding  unless  the  Board  of  Supervisors  expressly  finds,  by  a  V.*  super  majority  vote,  that 
competitive  bidding  is  not  in  the  best  interest  of  the  City.  If  this  is  the  finding  of  the  Board,  leases  shall  be 
awarded  through  competitive  negotiations. 

The  resolution  before  the  committee,  would  instead  codify  the  transfer  policy  adopted  by  the  .Authonty 
requiring  that  prior  to  the  transfer  of  any  property  on  the  Island,  the  Authority  must  publicly  adopt  a 
resolution  (1)  declaring  its  intention  to  transfer  the  parcel  by  lease  or  otherwise,  and  (2)  approving  a 
competitive  solicitation  process  either  by  a  Request  for  Proposals  or  qualifications,  or  by  direct,  sole-source 
negotiations  approved  by  a  super  majority  vote  (4/5)  of  the  Board  of  Directors.  The  transfer  policy  also 
provides  for  specified  exemptions  for  leases. 

•  Proposition  K  would  declare  that  it  is  the  policy  of  the  City  that  no  gambling  or  casino  operations  shall  be 
permitted  on  Treasure  Island. 

The  resolution  before  the  committee  contains  a  substanfially  similar  provision. 
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•  Proposition  K  would  declare  that  it  is  the  poHcy  of  the  City  that  all  Treasure  Island  leases  shall  be  subject 
to  state  and  local  conflict  of  interest  laws. 

The  resolution  before  the  committee  contains  the  same  provisions. 

•  Proposition  K  would  declare  that  it  is  the  policy  of  the  City  that  Treasure  Island  be  subject  to  the  City's 
waterfront  land  use  restrictions  and  current  zoning  and  development  laws,  including  the  pro\  isions  of 
Proposition  H,  adopted  by  San  Francisco  voters  in  1990.  Proposition  H,  among  other  things,  provided  that  a 
"Waterfront  Land  Use  Plan"  be  developed. 

The  resolution  before  the  committee  would  specify  that  any  development  on  the  Island  "be  subject  to 
applicable  state  and  local  zoning  and  land  use  laws. ..."  However,  it  appears  that  this  would  not  include  the 
provisions  of  Proposition  H  of  1990,  as  the  definition  of  "Waterfront"  does  not  include  property  on  Treasure 
Island.  If  the  Board  desires  that  Treasure  Island  Development  be  governed  by  the  pro\  isions  of  Proposition 
H  of  1990,  than  an  amendment  specifically  citing  Chapter  61  of  the  San  Francisco  Administrative  Code 
should  be  adopted. 

•  Proposition  K  would  declare  that  it  is  the  poHcy  of  the  City  that  the  State  should  repeal  the  Treasure  Island 
Conversion  Act  which  granted  the  Authority  all  the  duties  and  functions  of  a  redevelopment  agency  for  the 
Island.  The  proposition  would  also  express  that  it  is  the  City  policy  that  the  Board  shall  repeals  its  laws 
creating  the  Authority. 

The  measure  before  the  committee  would  declare  the  benefits  of  and  need  for  the  creation  of  ihe  Aulhorit>- 
and  the  enactment  of  the  Treasure  Island  Conversion  Act.  The  measure  before  the  committee  would 
establish  and  further  define  requirements  and  procedures  the  Authority  must  adopt  and  implement  in  their 
redevelopment  activity  on  Treasure  Island  to  ensure  that  the  Authority  is  adhering  to  its  mission  as  outlined 
in  Resolution  380-97  and  Resolufion  43-98. 

The  provisions  found  in  Resolution  314-98,  have  been  incorporated  into  the  Treasure  Island  Develcpnicnl 
Authority's  By-laws. 

The  provisions  in  Proposition  K  that  were  not  addressed  by  Resolufion  314-98,  include  provisions  for  public 
access  to  the  waterfi-ont,  certain  condifions  established  by  Proposition  H  regarding  waterfront  land  uses,  a 
request  to  the  State  Legislature  to  repeal  State  law  establishing  the  Treasure  Island  Development  .-Xuthority  and 
repeal  of  existing  City  lav/s  estabhshing  the  Authority.  These  provisions  are  included  in  the  ordinance  which  is 
currently  being  considered  (file  98-998). 
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SUMMARY  OF  PROPOSED  ACTION: 

The  proposed  resolution  would  implement  the  provisions  of  SB  720  which  allows  counties  in  C'alitbmia  to  impose  a  fee 
of  one  dollar  ($1.00)  to  be  paid  at  the  time  of  vehicle  registration,  renewal,  or  supplemental  application  for  vehicles 
registered  to  an  address  within  those  counties.  The  vehicle  registration  fee  would  be  used  e.xclusively  to  fund  police 
programs  in  the  City  and  County  of  San  Francisco  (the  City)  that  provide  automated  mobile  and  fixed  location  fingerprint 
identification  of  individuals  involved  in  crimes  committed  while  operating  motor  vehicles.  This  proposed  legislation 
remains  in  effect  until  January  1,  2003,  unless  deleted  or  extended  by  a  subsequently  enacted  state  statute. 

CURRENT  LAW: 
SB  720: 

In  September  1997,  the  State  Legislature  passed  Senate  Bill  720  (SB  720).  Provisions  of  SB  720  are  found  in  X'ehicie 
Code  Section  9250.19,  and  allow  counties  to  establish  a  Fingerprint  Identification  Program  (FIP)  funded  through  an 
increase  of  one  dollar  ($1.00)  in  the  vehicle  registration  or  renewal  fee.  SB  720  also  requires  fingerprinting  data  to  be 
available  for  use  by  local  public  agencies,  including  schools,  that  require  criminal  history  background  checks  for 
applicant  purposes.  Local  law  enforcement  agencies  may  charge  processing  fees  to  offset  costs  incurred  in  providing  the 
service  to  these  public  agencies. 

Supreme  Court  Rulings  Regarding  Fingerprinting: 

The  United  States  Supreme  Court,  in  Hayes  v.  Florida  (1985),  ruled  that  transporting  suspects  to  a  police  station  for 
fingerprinting  purposes  without  probable  cause,  a  warrant,  or  consent  was  a  violation  of  the  Fourth  Amendment  which 
grants  protections  against  unreasonable  seizures,  and  is  made  applicable  to  states  through  the  Fourteenth  Amendment. 
The  Supreme  Court  also  indicated  that  fingerprints  obtained  under  these  circumstances,  were  "inadmissible  fruits"  of  an 
illegal  detention  or  a  de  facto  arrest. 

In  that  same  case,  the  Supreme  Court  also  ruled  that  the  Fourth  Amendment  permits  detentions  for  purposes  of 
fingerprinting  if  there  is  reasonable  suspicion  that  a  suspect  has  committed  a  crime,  or  if  there  is  a  reasonable  basis  to 
believe  that  fingerprinting  would  establish  or  negate  a  suspect's  connection  with  a  crime,  and  if  the  procedure  is  carried 
out  "with  dispatch." 

The  City  Attorney's  Office  interprets  the  Court's  decision  to  mean  that  prior  to  fingerprinting  a  suspect,  law  enforcement 
officers  must  establish  reasonable  cause  linking  that  individual  with  a  particular  crime.  In  addition,  the  process  of 
fingerprinting  individuals,  when  warranted,  must  occur  quickly  to  satisfy  the  purpose  of  the  stop. 

Fingerprint  Law  at  the  State  Level: 

California  Penal  Code  Section  1 1 112. 1  authorizes  the  Department  of  Justice  (DOJ)  to  compile  and  maintain  a  statewide 
database  of  the  automated  fingerprint  processing  system  known  as  the  "California  Identification  System,"  or  "Cal-ID." 
Cal-ID  is  used  for  automating  data  from  inked  fingerprint  cards  and  for  searching  latent  pnnts  for  possible  matches.  This 
law  further  directs  the  State  Attorney  General  to  provide  this  data  to  any  city  and/or  county  if  required  for  criminal  and 
non-criminal  purposes,  including  employment  and  permitting  purposes. 
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BACKGROUND: 

The  impetus  for  the  State  legislation  on  fingerprinting  was  the  May,  1997  killing  of  Michelle  Montoya  by  a  school 
custodian  who  was  on  parole  for  manslaughter,  but  had  been  hired  by  the  local  high  school  in  Sacramento  before 
completing  his  criminal  history  background  check. 

Prior  to  the  Montoya  case,  existing  law  required  school  districts  to  obtain  fingerprints  withm  10  days  of  employment  of 
all  non-certificated  and  classified  employees.  School  districts  could  hire  applicants  after  submitting  their  fingerpnnt 
information  to  DOJ  for  processing. 

As  a  result  of  the  Montoya  incident,  AB  1610  was  enacted  requiring  school  districts  to  hire  applicants  only  after 
receiving  criminal  background  check  results  from  DOJ.  Prior  to  the  passage  of  AB  1610,  DOJ  had  an  indefinite  timeline 
within  which  it  could  turn  in  results  of  fingerpnnt  checks.  State  law  under  AB1610  now  requires  DOJ  to  provide  resuhs 
to  school  applicants  within  15  days  if  the  information  is  generated  non-electronically,  or  within  3-days  if  using 
automated  systems.  According  to  DOJ,  the  turnaround  fime  for  other  applicants  is  generally  30  days,  unless  a  further 
search  of  court  records  is  required.  SFPD  states  that,  without  automafion,  the  entire  process  of  collecting,  transmittmg 
and  processing  prints  currently  takes  an  average  of  8  to  10  weeks. 

Since  the  passage  of  SB  720  last  September,  counties  now  have  the  opfion  to  enhance  their  fingerprint  systems  if  they 
adopt  resolutions  to  participate  in  the  five-year  Fingerprint  Identification  Program  (FIP  program)  supported  through  the 
$1  increase  in  the  vehicle  registration  fee.  This  past  January,  the  San  Francisco  Police  Commission  adopted  a  resolution 
requesting  the  Board  to  authorize  the  FIP  program.  The  Board  has  yet  to  consider  a  resolution  to  that  effect. 

DMV  states  that  as  of  June  1998,  28  counties  had  adopted  resolutions  in  their  jurisdictions  to  participate  in  the  FIP 
program,  including  Alameda,  Contra  Costa,  Sacram.ento  and  Orange  County.  To  date,  only  20  counties  have  submitted 
requests  to  DMV  to  participate  in  the  program  (see  attachment  1  and  2). 

SAN  FRANCISCO 'S  FINGERPRINT  IDENTIFICA  TION  SYSTEM: 

The  San  Francisco  Police  Department  (SFPD),  in  conjuncfion  with  the  Sheriffs  Department,  operates  an  automatic 
fingerprint  identification  system  (AFIS  system),  which  includes  5  input  devices  called  Live  Scan  machines.  TTiese 
machines  are  used  to  fingerprint  detainees  who  are  now  booked  and  processed  at  County  Jail  9.  The  digital  images 
created  by  the  Live  Scans  are  sent  to  the  Identification  Bureau  (ID  Bureau)  at  the  San  Francisco  Hall  of  Justice  for 
scanning  and  to  the  ID  Bureau's  database  which  either  identifies  a  possible  match  or  assigns  a  new  record  if  one  does  not 
already  exist.  Idenfifications  are  then  determined  by  local  Fingerprint  Examiners  from  data  generated  through  the 
database. 

Unidentified  fingerprint  cards  generated  by  law  enforcement  and  other  public  agencies  in  San  Francisco  are  sent  to  the 
State  database,  Cal-ID,  for  processing.  Cal-ID  conducts  searches  on  wanted  individuals,  outstanding  warrants, 
supervisory  release  records,  restraining  orders,  and  also  updates  its  criminal  history  database.  DOJ's  examiners  review 
the  results  for  possible  matches  and  turn  them  over  to  agencies  that  requested  them  within  mandated  timelines. 
State  legislation  requires  law  enforcement  agencies  to  provide  other  public  agencies  access  to  data  generated  as  a  result 
of  a  criminal  background  check.  State  legislation  also  allows  local  law  enforcement  agencies  a  cost  recover>'  for 
providing  this  service. 

In  San  Francisco,  the  Sheriffs  Department  provides  this  service  to  local  public  agencies,  and  currently  holds  an  annual 
contract  of  $60,000  with  SFUSD.  Under  the  terms  of  this  contract,  the  Sheriff  s  Department  is  required  to  provide  the 
School  District  with  up  to  24  fingerprint  sets  per  week,  and  to  process  these  fingerprints  with  DOJ.  DOJ  charges  public 
agencies  an  additional  processing  cost  of  $42  per  card. 
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In  addition  to  schools  and  other  local  agencies,  SFPD  uses  the  AFIS  system  for  identification  purposes  at  the  coroner's 
office  and  to  identify  prints  left  in  crimes  scenes.  The  database  located  at  the  Hall  of  Justice  contains  an  extensive  record 
of  fingerprint  data  collected  m  San  Francisco,  which  can  be  accessed  by  other  jurisdictions,  including  the  Oakland  Police 
Department,  because  it  includes  some  records  which  are  not  "logged"  into  the  State  database. 

THE  AFIS  PROGRAM: 

•  The  AFIS  Fund 

The  Trial  Court  Realignment  and  Efficiency  Act  enacted  by  the  State  Legislature  in  1991,  requires  counties  to  impose  a 
"County  Penalty  Assessment"  of  $7.00  for  every  $10.00  fine,  penalty,  or  forfeiture,  or  a  fraction  thereof  collected  for 
violations  of  the  Vehicle  Code,  excluding  parking  offenses.  The  State  legislation  also  authorized  the  Board  of  Supervisor 
to  adopt  a  resolution  establishing  three  special  funds  supported  by  County  Penalty  Assessments  from  w  hich  S7.00  from 
each  $10  traffic  fines  is  allocated  as  follows: 

AFIS  Fund  $4.99 

Emergency  Medical  Services  Fund  2.00 

Courthouse  Construction  Fund  0.01 

Total  Assessment  $7.00 

According  to  the  Controller's  Office,  the  AFIS  Fund  currently  has  a  fund  balance  of  S4.3  million.  The  Controller's  Office 
states  that  an  average  of  $900,000  is  generated  annually  in  assessments  collected  for  the  AFIS  Fund  (attachment  3). 

*  AFIS  Expenditures 

SFPD  states  that  the  AFIS  system  was  originally  purchased  in  1984  for  approximately  54. 5  million  for  the  hardware, 
software  and  installation  costs.  The  AFIS  system  has  undergone  a  total  of  three  upgrades  in  the  last  six  years  totaling 
$2,968,000,  v/hich  included  acquisition  of  five  Live  Scan  devices  and  interfaces,  new  equipment,  and  installation  of 
single  finger  workstations.  Some  of  the  upgrades  have  included  installation  of  single  finger  identification  devices  called 
Personal  Identification  Devices  (PIDs),  which  are  currently  being  tested  at  the  Mission  and  Ingleside  police  stations. 
According  to  SFPD,  PIDs  can  retrieve  a  single  existing  record  within  3  seconds  if  the  data  is  already  stored  in  the 
database,  as  opposed  to  3  minutes  if  searching  an  entire  database.  SFPD  states  that  results  from  the  Mission  police 
station  where  PIDs  are  currently  being  tested,  indicate  that,  when  compared  to  other  devices,  PIDs  can  increase 
identifications  by  approximately  25  to  30  percent. 

SFPD  states  that  it  currently  co.sts  approximately  $6,396  monthly  to  maintain  the  AFIS  system,  and  this  cost  will  increase 
next  November  to  $13,000  m.onthly  as  some  warranties  expire.  FY  1996-97  expenditures  for  AFIS  maintenance  and 
equipment  purchases  were  $413,953.  In  FY  1997-98,  $131,615  of  AFIS  funds  were  expended,  and  approximately  SI  .9 
million  is  budgeted  for  the  1998-99  fiscal  year. 

POLICY  ISSUES; 

1.  WIIAT  PROBLEMS  DOES  THE  CITY  FACE  IDENTIFYING  OFFENDERS? 

SFPD  states  that  it  currently  has  an  inadequate  system  for  identifying  individuals  who  commit  various  violations.  Thie 
existing  technology  lacks  the  speed  and  efficiency  required  to  identify  individuals  who  evade  apprehension  by  providing 
false  identities  to  law  enforcem.ent  officers.  SFPD  states  that,  due  to  limited  resources,  officers  are  not  able  to  arrest  all 
drivers  who  commit  crimes  while  operating  vehicles.  Instead,  individuals  who  commit  misdemeanors  are  cited  and 
released  pending  a  court  date. 

SFPD  states  that  it  is  not  uncom.mon  for  individuals  who  are  caught  for  committing  vehicular  offenses  such  as  drunken 
driving,  vehicular  manslaughter,  driving  with  a  suspended  license,  using  false  vehicle  registration,  or  using  false  personal 
identification,  to  provide  officers  with  false  identification.  Violations  involving  drunken  dnving  and  vehicular 
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manslaughter  generally  lead  to  arrest.  However,  in  certain  cases,  juveniles  who  commit  these  crimes  may  be  cited  and 
released.  Because  of  overcrowding  m  the  City's  jails,  drunken  drivers  are  generally  not  arrested,  but  may  receive  a 
maximum  detention  of  4  hours  and  a  citation  for  a  court  appearance. 

SFPD  states  that  vehicular  offenses  cumulatively  account  for  a  substantial  number  of  violations.  How  ever,  because 
SFPD  does  not  compile  separate  statistics  for  all  vehicular  offenses,  in  1997,  officers  could  account  for  only  5.545  of  ihc 
19,845  cases  (or  28  percent)  in  which  citations  were  issued  for  vehicle-related  offenses  as  follows: 


Citations  Issued  in  San  Francisco  in  1997 


Types  of  Offenses 

#  of  Offenses 

#  of  Offenses! 'Jo) 

Drinking  with  a  Suspended  License 

3437 

17,3 

Drunken  Driving 

1,136 

5.7 

Driving  with  a  False  Vehicle  Registration 

514 

2.6 

Driving  with  a  False  Personal  ID 

443 

2.2 

Vehicular  Manslaughter 

15 

0.1 

Other  Citations  (vehicle  and  non-vehicle) 

14,300* 

72.1 

TOTAL  CITATIONS 

19,845 

100% 

Source:  San  Francisco  Police  Department 


*  Includes  citations  for  other  traffic  violations. 

SFPD  states  that  funds  from  the  proposed  vehicle  registration  fee  will  be  used  to  expand  the  AFIS  system  in  order  to 
improve  identification  of  individuals  who  use  false  identification  to  evade  the  law.  However,  as  illustrated  above,  in 
1997  SFPD  could  track  less  than  1000  citations  which  resulted  from  false  identifications.  SFPD  explains  that  these 
statistics  are  incomplete  because  they  leave  out  individuals  who  evade  arrest  by  using  false  identities  which  officers  arc 
currently  unable  to  detect  with  existing  methods,  but  could  verify  through  fingerprinting.  These  numbers  may  also 
falsely  account  for  individuals  whose  identifications  may  be  stolen  and  used  fraudulently  by  others.  SFPD  states  that 
without  the  authority  to  conduct  field  fingerprinting,  many  offenders  escape  arrest  and  remain  at  large. 

Furthermore,  according  to  SFPD,  even  when  citations  for  these  violations  are  issued,  a  substantial  number  of  these 
offenders  still  do  not  appear  for  their  court  dates  ("no  shows").  As  a  result,  the  District  Attorney  must  ser\  e  them  with 
warrants,  but  a  significant  number  of  warrants  are  never  served  due  to  false  identities.  In  1996  and  1997,  SFPD 
discovered  that  over  30  percent  of  the  "no  shows"  used  false  identification  or  could  not  be  identified  through  fingerprints. 
The  following  is  a  summary  of  1996  and  1997  "No  Shows"  m  San  Francisco  who  received  warrants  and  those  whose 
warrants  could  not  be  served  due  to  false  identification: 


"No  Shows"  in  1996  and  1997 


"No  Shows  " 

in  1996 

%  "No  Shows  "  in 
1996 

in  1997 

%  "No  Shows  "  in 
199^ 

Warrants  served  by  DA 

3,134 

63 

4,199 

69 

No  warrants  served  by  DA 

1844 

37 

1,902 

31 

Total  "No  Shows"  * 

4,978 

100 

6,101 

100 

Source:  San  Francisco  Police  Department 


*  Denotes  "no  shows"  with  vehicular  and  non-vehicular  violations  some  of  whom  could  not  be  identified  for  warrants 

Even  though  m.ore  warrants  were  issued  in  1997  than  the  previous  year,  there  was  a  slight  decline  of  6  percent  in  the 
number  of  "no  shows"  for  1997.  SFPD  states  that  with  the  introduction  of  miobile  and  fixed  location  fingerpnnting 
devices,  the  Police  Department  expects  to  improve  detection  rates  and  significantly  reduce  the  number  of  individuals 
who  evade  the  law  by  using  false  identifications. 


401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


! 


Fingerprint  ID  Program 
Legislative  Analysis 
Page  5 

SFPD  states  that  in  the  past  6  months,  it  has  been  testing  Remote  Access  Positive  Identification  Devices  (RAPIDs)  for 
the  fugitive  recovery  effort  and  PIDs  at  the  Mission  Station.  However,  since  these  are  recently-mtroduced  devices,  it  is 
currently  difficuh  to  determine  their  effectiveness.  A  longer  test  period  lasting  one  year  or  longer  could  yield  useful 
results  as  well  as  impact  future  actions. 

2.  WOULD  SB  720  FEES  BE  UTILIZED  FOR  AUTHORIZED  PURPOSES? 

SB  720  permits  use  of  the  vehicle  registration  fee  to  fund  police  programs  that  support  mobile  and  fixed  location 
fingerprint  identification  efforts.  According  to  SFPD,  the  proposed  upgrades  are  expected  to  increase  identification  rates 
by  15  percent,  from  20  to  35  percent.  SFPD  is  proposing  the  following  uses  for  these  funds: 

a)  Expand  the  AFIS  system  -  SFPD  plans  to  install  "Automatic  Classification,"  to  reduce  the  capacity  for 
human  error  resulting  from  input  and  classification  of  prints.  Funding  will  also  help  obtain  the  RAID  system 
which  provides  for  greater  speed,  and  safeguards  the  database.  Additionally,  an  archive  storage  system  will 
also  be  installed  to  safeguard  prints.  According  to  SFPD,  these  additions  would  serve  both  mobile  and  fixed 
location  identification  purposes.  Since  SFPD  has  been  upgrading  the  AFIS  system  for  the  past  six  years, 
these  proposed  installations  would  expand  rather  upgrade  the  identification  system. 

b)  Install  RAPID  mobile  fingerprinting  devices  -  The  Fugitive  Recovery  Team  is  currently  testing  Remote 
Access  Positive  Identification  devices  (RAPIDs).  When  installed  citywide,  these  devices  are  expected  to 
enable  officers  to  conduct  database  searches  from  the  field.  According  to  SFPD,  juveniles  suspected  of 
drunk  driving  and  vehicular  manslaughter  and  other  offenders  who  commit  misdemeanors  u  ould 

be  fingerprinted  with  RAPID  devices  from  the  field. 

c)  Provide  fingerprinting  data  to  local  public  agencies  -  In  accordance  with  SB  720,  SFPD's  devices  and 
data  would  be  used  by  local  agencies  to  conduct  criminal  history  background  checks.  The  San  Francisco 
Unified  School  Disfrict  (SFUSD)  states  that  it  hires  approximately  10,000  employees,  and  retains  up  to  3.000 
volunteers  on  an  armual  basis.  All  these  individuals  are  required  by  state  law  to  be  fingerprinted  pnor  to 
employment.  With  upgraded  Live  Scan  devices,  it  would  take  DOJ  a  maximum  of  3  days  to  generate  results 
on  an  applicant's  criminal  background  history.  SFPD  states  that  part  of  the  funds  trom  the  FIP  program  will 
be  utilized  to  purchase  a  Live  Scan  device  which  will  be  located  at  the  School  District  OtTicc  for  use  by 
school  employees  who  will  be  trained  to  operate  it.  Currently,  school  applicants  are  either  fingerpnnted  by 
the  Sheriffs  Department,  or  can  go  to  private  fingerprint  companies  that  charge  from  S5  to  SI  3  per  card  for 
that  service. 

d)  Conduct  further  upgrades  to  meet  State  requirements  -  There  were  approximately  one  million  applicant 
fingerprint  cards  processed  by  the  state  in  1997.  According  to  SFPD,  approximately  ten  (10)  percent  or 
100,000  of  these  were  processed  for  San  Francisco's  law  enforcement  agencies,  schools,  and  other  public 
agencies.  Since  the  State  is  conveiting  its  systemis  to  electronic  fingerpnnt  processing,  counties  will  also  be 
required  to  conduct  system  upgrades  vvithin  eighteen  months  to  two  years  in  order  to  be  compatible  with 
State  fingerprinting  systems.  However,  the  Identification  Bureau  states  that  San  Francisco's  current 
fingerprint  technology  has  already  been  upgraded  to  meet  State  requirements,  and  would  be  able  to  transmit 
images  elecfronically  to  the  State,  once  DOJ's  upgrades  have  been  completed. 

SFPD  states  that  installing  additional  equipment  would  provide  more  sites  with  impro\  ed  technology,  as  well  as 
generate  cost  savings  by  replacing  the  high  maintenance  costs,  which  are  currently  estimated  at  S6.396  per  month,  and 
expected  to  increase  to  $13,000  per  month  m  November  1998  as  warranties  for  some  machines  expire.  SFPD  also 
indicates  that  when  it  acquires  additional  RAPID  and  Live  Scan  devices,  maintenance  costs  are  likely  to  increase  again  in 
3  years  to  $15,000  per  month,  as  warranfies  for  some  equipment  begin  to  expire. 
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According  to  SFPD,  the  four  proposed  applicant  Live  Scans  will  create  monthly  maintenance  costs  of  S2,000,  or 
$24,000  annually.  However  processing  fees  expected  from  applicants  of  public  agencies  are  expected  to  offset  these 
costs.  SFPD  could  not  estimate  how  much  would  be  generated  in  offsets.  Since  some  of  the  1 3,000  school  applicants  arc 
already  processed  by  the  Sheriffs  Department,  it  is  unlikely  that  SFPD  would  be  able  to  generate  offsets  solely  from 
processing  school  applicants.  However,  if  SFPD  were  to  process  fmgerpnnts  for  half  these  applicants  -  approximately 
6,500  applicants  annually  -  at  $2  per  card,  income  of  $13,000  could  be  generated  annually.  If  SFPD  could  maintain  this 
income  stream,  these  fees  could  provide  a  significant  income  source  for  offsetting  maintenance  costs. 

3)  WILL  THERE  BE  SUFFICIENT  FUNDING  GENERATED? 

SFPD  intends  to  use  the  APIS  Fund  and  the  proposed  vehicle  registration  fees  to  expand  its  fingerprint  identification 
system.  Figures  provided  by  DMV  indicate  that  in  1997,  there  were  an  estimated  41 8,5 10  vehicle  registrations  in  San 
Francisco  (attachment  4).  The  vehicle  registration  fee  of  $1.00  could  then  generate  net  income  of  approximately 
$399,000  for  SFPD,  after  deductions  of  $19,352  from  DMV  and  the  State  Controller's  Office  for  administrative  costs 
expected  for  the  first  year,  and  slightly  over  $400,000  for  subsequent  years  (see  Policy  Issue  #5  below). 

In  addition,  the  City  Controller's  Office  states  that  $1,869,800  is  budgeted  for  AFIS  funds  for  the  1998-99  fiscal  year.  If 
the  Board  adopts  the  proposed  resolution  on  the  vehicle  registration  fee,  SFPD  could  receive  revenue  over  S2.2  million  in 
the  1998-99  fiscal  year  as  follows: 

County  AFIS  Fund  $1,869,800 
Fingerprint  ID  Program(net  receipts)  399,000 
FY  98-99  Anticipated  Revenue  $2,268,800 

SFPD  is  planning  to  introduce  the  following  installations  over  the  next  five  fiscal  years,  which  w  ould  be  funded  through 
AFIS  and  FIP  funds  (see  attachment  5  for  "budget  details"): 


PROPOSED  AFIS  UPGRADES  &  ADDITIONS 


Proposed  Installation  Period 

Items 

Per  Unit  Cost 

Total  Costs 

FY  98-99 

AFIS  Expansion  & 
Additions*/*** 
Live  Scans  (4)** 
Administrative  Costs  (State) 

S2301,440 
562,500 
19,000 

52.301,440 
250,000 
1 9,000 

FY  99-00 

RAPID  Devices  (30)**** 
Archive  System 
Administrative  Costs  (State) 

38,000 
300,000 
2,500 

1,140.000 
300,000 
2,500 

FY  00-01 

Live  Scan  (1)  and  Printer** 
RAPID  Devices  (25)*** 
Archive  System 
expansion**** 
Administrative  Costs  (State) 

75.000 
16,000 
500,000 
2,500 

75,000 
400,000 
500,000 
2,500 

FY  01-02 

RAPIDS  (35)*** 
Administrative  Costs  (State) 

34,286 
2,500 

1,200,000 
2.500 

FY  02-03 

Live  Scans  (3)  &  Printers** 
RAPID  Devices  (10)** 
Palm  Print  System**** 
Administrative  Costs  (State) 

75,000 
15,000 
1,000,000 
2,500 

225,000 
150,000 
1,000,000 
2.500 

FY  98-03  (Cumulative  Costs) 

AFIS  Equipment  Expansion 

4,446,226 

S7,570,440 

Source:  San  Francisco  Police  Department 

*  AFIS  Upgrades  include  installation  of  automatic  classification  to  improve  identification  of  prints,  acquisition  of  a  R.AID  storage  sy  stem  to 
safeguard  the  database,  and  an  archive  storage  system. 
**  Costs  to  be  covered  entirely  through  FIP  Funds. 
***  Costs  to  be  covered  partially  through  FIP  Funds. 
****  Costs  to  be  covered  entirely  through  AFIS  Funds. 
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SFPD  has  not  determined  the  personnel  costs  that  will  result  from  expanding  the  APIS  system,  but  expects  these  costs  to 
be  funded  entirely  through  the  APIS  Fund,  which  currently  has  a  fund  balance  of  S4.3  million. 

As  indicated  above,  processing  fees  from  SFUSD  and  other  City  agencies  are  expected  to  generate  income  for  SFPD, 
which  may  render  the  applicant  processing  program  self-supporting  by  the  end  of  2002,  when  SB  720  expires.  Upgrades 
to  the  AFIS  system  are  also  expected  to  require  minimum  human  manipulation,  and  thus,  reduce  personnel  costs.  SI- PI) 
did  not  indicate  how  much  savings  are  expected  from  that  activity. 

If  the  Board  approves  a  resolution  to  increase  vehicle  registration  fees,  SFPD  could  receive  over  S2.2  milhon 
from  FIP  Funds  and  AFIS  funds  for  FY  98-99.  However,  expenditures  for  further  expansion  of  the  AFIS  system  arc 
projected  at  over  $2.5  million  in  FY  98-99.  In  order  for  SFPD  to  elimmate  this  shortfall,  they  would  need  an 
appropriation  from  the  fund  balance  -  approximately  $164,000-  in  order  to  fully  support  the  project  costs  in  FY  1998-99. 

SFPD  has  projected  that  from  FY  98-99  to  FY  2002-03,  the  Police  Department  would  need  over  S7.5  million  m 
order  to  expand  the  AFIS  system,  and  has  earmarked  AFIS  and  FIP  funds  to  support  these  expenditures.  The 
ConfroUer's  Office  indicates  that  County  Penalty  Assessments  collected  for  the  AFIS  Fund  have  averaged  S900.000 
annually,  resulting  in  the  current  fund  balance  of  $4.3  million,  which  includes  the  previous  year's  encumbrances  of 
$600,000.  If  this  income  stream  continues  through  FY  2002-03,  fees  collected  for  the  AFIS  Fund  could  amount  to  S6.4 
million,  which  would  be  insufficient  to  support  projected  costs  of  $7.5  million,  and  would  result  in  a  shortfall  of  S 1 . 1 
million. 

Since  the  vehicle  regisfration  fee  is  expected  to  generate  approximately  5400.000  annually  for  the  FIP  program, 
by  FY  2002  -03,  San  Francisco  could  collect  approximately  $1 .6  million  from  this  fund,  which  could  cover  the  SI . I 
million  budget  shortfall.  Alternatively,  if  the  Board  does  not  approve  a  resolution  to  increase  the  vehicle  registration  fee. 
SFPD  could  consider  scaling  back  some  items  in  order  to  stay  within  budget,  or  spreading  these  costs  beyond  the  five- 
year  period. 

4)  HOW  WOULD  THE  INCREASE  IN  VEHICLE  REGISTRATION  FEES  IMPACT  MOTORISTS? 

DMV  states  that  on  an  annual  basis,  motorists  pay  a  fixed  vehicle  registration  fee  of  S28  payable  to  DMV.  together 
with  other  fees  which  are  not  vehicle  regisfration  fees  but  are  nonetheless,  collected  by  DMV,  in  compliance  with  state 
law.  Currently,  motorists  in  San  Francisco  pay  into  the  following  programs:  SI  to  the  Abandoned  Vehicle  .Abatement 
(AVA)  program;  $1  to  the  Auto  Theft  Deterrence  (ATH)  program;  Si  to  the  Service  Authority  tor  Freeway  Emergencies 
(SAFE);  and  $4  to  the  Air  Quality  program  (AQ).  These  four  programs  are  specifically  designed  to  address  problems 
with  road  safety,  environmxntal  protecfion  and  other  problems  associated  with  the  operation  of  vehicles. 

SFPD  has  indicated  that  even  though  the  proposed  $1  vehicle  registration  fee  increase  for  the  Fingerprint 
Identification  Program  (FIP)  is  intended  to  support  fingerprint  programs  for  vehicle-related  offenses,  the  data  and 
equipment  from  these  programs  would  be  available  to  the  local  School  District  and  other  public  agencies.  SFPD  intends 
to  provide  3  to  4  new  Live  Scans  to  these  agencies,  which  will  be  located  on  the  sites  of  these  agencies.  According  to 
SFPD,  placing  these  m.achines  on  site  would  result  in  time  savings,  and  ensure  that  the  appl'c.ant  and  the  pcr.=:on  providing 
fingerprints  are  the  same  person.  As  a  cost  recovery,  SFPD  expects  to  charge  $2.00  per  card  to  school  applicants  and 
$10.00  per  card  to  other  prospective  public  employees  for  this  service. 

Even  though  SB  720  permits  School  Districts  to  use  law  enforcement's  fingerprint  data,  no  direct  nexus  has  been 
established  between  the  funding  source  of  the  vehicle  registi  ation  fee  and  conducting  criminal  background  checks  for 
schools  and  other  agencies.  It  would  be  difficult  to  jusfify  the  addifional  SI  vehicle  registration  fee  to  motorists  given 
that  SFUSD  can  already  obtain  this  service,  albeit  at  cost,  from  the  Sherift^s  Department.  In  addition.  SFPD  has  built  in 
a  cost  recovery  through  processing  fees,  if  officers  were  to  provide  this  service  through  AFIS  Funds. 
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The  District  Attorney's  Office  states  that  it  may  seem  practical  to  limit  use  of  the  FIP  program  exclusively  to  the 
purpose  of  fingerprinting  persons  suspected  of  committing  crimes  while  operating  motor  vehicles,  and  prohibiting  access 
to  schools.  However,  such  action  may  violate  State  law  under  SB  720  which  requires  local  law  enforcement  agencies  to 
provide  data  generated  through  the  FIP  program  to  local  public  agencies. 

5)  WHAT  ARE  THE  IMPLEMENTATION  ISSUES  FOR  THE  STATE? 

Since  the  passage  of  SB  720  last  September,  there  have  been  delays  m  implementing  the  FIP  program.  D.M\"s  officials 
state  that  they  had  to  reprogram  their  computers  in  order  to  begin  collecting  the  SI. 00  vehicle  registration  fee  from 
participating  counties,  and  programming  is  expected  to  be  completed  by  January  1999.  However,  counties  that  adopt 
resolutions  on  SB  720  and  notify  DMV  about  their  desire  to  participate  in  the  FIP  program  by  August  31.1 998.  can 
expect  to  receive  their  initial  funding  by  next  April  1999. 

Motorists  who  live  in  counties  that  participate  in  the  FIP  program,  will  be  subjected  to  an  increase  of  S 1 .00  in  their 
vehicle  registration  fees,  which  will  be  "lumped  in"  with  other  County  fees.  In  addition.  DM\'  u  ill  p:()\  idc  a  report  on 
the  collection  of  the  $1.00  vehicle  registration  fee  to  the  State  Controller  on  a  monthly  basis,  starting  next  I  cbruan.-  1999. 
if  programming  is  completed  by  January  of  that  year. 

The  provisions  of  SB720  allow  DMV  and  the  State  Controller's  Office  to  deduct  administrative  costs  incurred  from 
collecting  the  $1.00  fee  for  counties.  DMV's  administrative  costs  to  San  Francisco  will  include  a  one-time  implementing 
cost  of  $16,857,  plus  ongoing  annual  transaction  costs  of  $0,005  for  each  vehicle  registration  or  renewal.  Based  on 
approximately  419,000  vehicle  registrafions  reported  for  San  Francisco  in  1997  (see  attached),  these  annual  transaction 
costs  could  be  $2,095.  If  DMV's  total  admmistrafive  costs  for  1999  are  estimated  at  518,952  for  approximately  419.000 
vehicle  registrations,  then  DMV  could  forward  net  income  of  approximately  $400,000  to  the  State  Controller's  Office. 
However,  after  the  first  year,  DMV's  subsequent  annual  charges  to  the  City  would  only  cover  transaction  costs,  and  the 
revenue  passed  on  to  the  Controller's  office  could  vary  from  year  to  year  depending  on  the  number  of  vehicle 
registrafions  or  renewals. 

According  to  the  State  Controller's  Office,  each  county  could  expect  to  pay  between  $300  to  400  annually  in 
administrafion  costs  which  are  not  expected  to  exceed  $10,000.  The  Controller's  costs  are  expected  to  decrease  as  more 
counfies  participate  in  the  FIP  program  and  share  the  cost  of  administering  the  FIP  program  equally.  The  Controller's 
Office  expects  to  begin  payments  to  counfies  in  April  1999,  or  within  30  days  of  receiving  these  funds  ft-om  DMV.  San 
Francisco  is  expected  to  receive  net  income  of  $399,600  for  the  first  payment,  and  o\  er  $416,000  in  subsequent  years, 
when  DMV's  one-time  implementafion  costs  of  $16,857  would  no  longer  be  applicable. 

If  San  Francisco  intends  to  receive  the  inifial  batch  of  funding  in  1999,  the  Board  must  adopt  this  proposed  resolution  and 
the  County  must  submit  a  formal  request  to  DMV  by  August  31,  1998.  Due  lo  implementation  delays  at  the  State  level, 
funds  will  be  provided  to  counties  retroactively,  and  will  confinue  until  January  1.  2003.  unless  a  later  enacted  statute 
revises  the  provisions  of  SB  720. 

6)  WHAT  ARE  CIVIL  LIBERTIES  IMPLICATIONS? 

According  to  the  City  Attorney's  Office,  a  traffic  stop  by  a  law  enforcement  officer  may  trigger  a  fingerprint  check  if 
there  is  reasonable  suspicion  that  the  driver  commntted  a  cnme  and  lacked  valid  documentation,  such  as  a  dnver's 
license,  to  confirm  his  or  her  identity. 

The  District  Attorney's  Office  states  that  the  Supreme  Court's  1985  ruling  requires  law  enforcement  officers  to  establish 
reasonable  cause  in  order  to  detain  individuals  for  purposes  of  obtaining  fingerprints.  In  addition,  fingerpnnting  is 
permissible  only  if  conducted  "with  dispatch"  and  for  purposes  of  a  traffic  stop. 
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Currently,  SFPD  and  the  Sheriffs  Department  fingerprint  individuals  who  are  arrested  and  booked  at  County  Jail  9. 
However,  the  practice  of  mobile  fingerprinting  is  new,  and  is  currently  being  tested  with  the  Fugitive  Recovery  Team 
which  is  using  RAPID  devices  to  identify  suspected  fugitives. 

The  Office  of  Citizen  Complaints  (OCC)  states  that  it  has  not  received  complaints  from  the  public  regarding  use  of 
mobile  fingerprint  devices  by  the  police. 

The  City  Attorney's  Office  states  that  for  temporary  detentions,  SFPD  currently  utilizes  guidelines  provided  in  the  "(  itc 
and  Release"  document  (sample  attached).  However,  guidelines  have  not  yet  been  developed  on  mobile  fingerprint 
procedures  in  anticipation  of  the  new  technology,  such  as  RAPID  machines. 

Since  the  practice  of  fingerprinting  individuals  is  controversial  and  carries  significant  civil  liberties  implications,  SFPD 
should  consider  adopting  training  procedures  and  guidelines  which  would  direct  officers  on  detentions  conducted  for 
fingerprinting  purposes  and  on  the  appropriate  uses  of  mobile  fingerprint  devices. 

In  addition,  the  Board  could  consider  monitoring  the  FIP  program  for  one  year  by  using  an  existing  agency  such  as  the 
OCC  which  would  be  accountable  to  the  Mayor  and  able  to  offer  recommendations  to  SFPD. 

OPTIONS: 

1)  Adopt  the  resolufion  as  proposed,  with  SFPD  requesting  participation  in  the  state-funded  Fingerprint  Identification 
Program  by  August  3V\  1998  in  order  to  ensure  that  San  Francisco  is  eligible  for  the  earliest  allotment  of  funding  in 
1999. 

2) 

a)  Determine  full  cost  of  expanding  the  APIS  system  prior  to  adoption,  including  maintenance  and  personnel 
costs  that  would  account  for  APIS  and  FIP  funds. 

b)  Delay  adoption  of  the  resolution  until  SFPD  releases  findings  on  RAPID  and  PID  devices  that  are  currently 
being  tested  by  the  Fugitive  Recovery  Team  and  the  Mission  Station,  in  order  to  determine  the  effectiveness 
of  these  devices. 

c)  Direct  SFPD  to  prepare  guidelines  and  provide  training  to  officers  on  appropriate  uses  of  mobile 
identification  devices  to  complement  the  existing  "General  Order"  on  investigative  detentions. 

d)  Use  an  existing  City  agency,  such  as  the  OCC,  to  monitor  the  FIP  program  for  one  year  for  civil  liberties 
issues,  and  in  addition,  request  this  agency  to  report  its  findings  to  the  Board,  and  make  recommendations  to 
the  Police  Commission  and  SFPD. 

3)  Do  not  adopt  the  resolution.  The  AFIS  Fund  could  support  the  proposed  upgrade  costs  for  the  APIS  system. 
However,  in  order  to  stay  within  budget,  SFPD  could  revise  its  proposed  budget  by  scaling  back  on  some  of  the 
expansion  items,  or  spread  costs  over  a  period  greater  than  five  years. 


[Analysis  Prepared  By  Clarice  Duma,  Leg.  Analyst  (415/554-7782)] 
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Passed 
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Pending  RAN  Board  Meeting  Sched  4/7/98  to  determine  action 

Going  to  RAN  Board  in  near  future.  Ilien  Boaid  of  Supervrsors 
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No  Action  Taken 
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PLEASE  NOTE:  This  message  is  intended  only  for  the  use  of  the  individual  or  entity  to  which  it  ig 
addressed  and  may  contain  information  that  is  privileged,  confidential  and  exempt  from  disclosure 
under  applicable  law.  If  the  reader  of  this  message  is  not  the  intended  recipient,  or  the  employee  or 
agent  responsible  for  delivering  the  message  to  the  intended  recipient,  you  are  hereby  noliHod  that 
any  dissemination,  distribution,  or  copying  of  thi.s  communication  is  strictly  prohibited.  If  you  have 
received  this  communication  in  error,  please  notify  us  immediately  by  telephone,  and  return  the 
original  message  to  us  at  the  address  below  via  the  U.S.  Postal  Service.  Thank  You 


DATE: 
TIME: 


7/14/98 


NUMBER  OF  PAGES: 


TO: 


NAME:  Clarise 


OFFICE,  UNIT  OR 
ORGANIZATION:  _ 


PHONE  NO.: 


San  Francisco  Board  of  Supervisors 


(  415  )  554-7786 


(  415)  554-7782 


FROM:  NAME:_ 

OFFICE,  UNIT  OR 
ORGANIZATION:  

FAX  NO.: 


SHIRLEY  BARROWMAN 


PHONE  NO.: 


REGISTRATION  AUTOMATION  DEVELOPMENT 


(918)  657-7877 


(916)  657-8874 


COMMENTS:  The  counties  who  have  requested  participation  in  the  Fingerpnnt  ID 
program  are  as  follows:  Contra  Costa,  El  dorado,  Fresno,  Inyo,  Kern,  Los  Angeles,  Marin, 
Mono.  Monterey,  Orange,  Riverside,  Sacramento,  San  Bernardino,  San  Mateo,  Santa 
Barbara,  Santa  Clara,  Santa  Cruz,  Solano,  Sonoma,  and  Yolo.  If  you  havs  any  further 
questions  re  SB  720,  please  call.    


0MV2D2  EF  (REV.  5«3) 


Date:  7/30/98 
Sender:  Jeff  Pera 
To:       Clarice  Duma 
Priority:  Urgent 

Receipt  requested 

Subject:AFIF  Collections  

Clarice, 

The  traffic  fines  collected  for  the  Auto  Fingerprint   ID  Fund  were: 


98  811,273 

97  1,051,944 

96  1,105,703 

95  986,902 

94  915,940 


Jeff 


DEPARTMENT  OF  MOTOH  VEMKJl  ES 
D  FEE-PAID  VEHICLE  HEOfSTRATiONS  BY  COCNTY 
AS  Of  DECEMBER  31, 


COUNTIES 

AUTOS 

TRUCKS 

TRLRS 

1^ 

TOTAL 

ALAMEDA 

750,469 

177.260 

73622 

» 8.201 

 rn.9  44y 

ALPINE 

8se 

463 

231 

42 

'  1  614 

AMADOR 

20,205 

11.283 

6  545 

821 

3«  834 

BUTTE 

97.345 

43  296 

31  068 

3  433 

175  '32 

CALAVERAS 

24,933 

U.403 

9.130 

1.'43 

40  609 

COLUSA 

a.esB 

6,242 

5  023 

'83 

CONTRA  COSTA 

525,309 

121.345 

54  200 

12.923 

71.)/^ 

□EL  NORTE 

11,980 

5.696 

3.867 

339 

21  982 

EL  DORADO 

85.369 

35.685 

23,571 

3.298 

"48,121 

FRESNO 

31S,eBfl 

131,852 

9<  877 

GLENN 

12.134 

7,920 

5987 

306 

29.437 

HUMBOLDT 

63.179 

33.960 

18.457 

2.364 

1-7  980 

IMPERIAL 

65.065 

28.596 

n.976 

1.02C 

106  977 

INYO 

11.251 

6  717 

4  197 

556 

22  7?  1 

KERN 

262,922 

124.754 

60.8S4 

6  410 

457  049 

KINGS 

42.232 

19.352 

8.621 

1.166 

71  571 

LAKE 

34,096 

16.685 

11.768 

1.348 

93  877 

LASSEN 

13.223 

8,716 

5  866 

520 

29.347 

LOS  ANGELES 

4.^547.715 

926,034 

261.574 

75.645 

S.en  868 

MAOERA 

46.590 

24,677 

14.299 

1.344 

66  910 

MARIN 

164  476 

32.032 

11  '70 

4  58C 

212  256 

MARIPOSA 

10.160 

6.253 

3  774 

492 

20.67? 

MENDOCINO 

45,698 

26333 

13  262 

',8€1 

97  154 

MERCED 

82,7S7 

38.406 

16  542 

1,772 

141  4,-g 

MOOOC 

4.378 

3.706 

2514 

117 

10  71S 

MONO 

6,370 

3.447 

2.243 

393 

12.453 

MONTEREY 

181.87B 

58.257 

22  839 

4  186 

266  040 

NAPA 

68,401 

24.629 

13.078 

2.041 

106.148 

NEVADA 

63,401 

23.198 

16.229 

2.313 

95  14' 

ORANGE 

1,524.194 

325,873 

103C60 

31  081 

1  064  208 

PLACER 

130.248 

40,097 

31  010 

4354 

214.700 

PLUMAS 

13.045 

7,932 

5,933 

544 

27454 

RIVERSIDE 

642.252 

212.711 

95.082 

usm 

994  933 

SACRAMENTO 

585,413 

178.620 

8?  378 

13.384 

860  795 

SAN  BENITO 

22,024 

10.270 

«  843 

753 

37.890 

SAN  BERNARDINO 

722.773 

246,970 

10S22- 

18129 

1.095  OOC 

SAN  DIEGO 

1,437,205 

363.856 

114  573 

33  190 

1  94a«24 

SAN  FRANCISCO 

327,845 

58,347 

17.902 

14.318 

4'85io  :^ 

SAN  JOAQUIN 

238,716 

92.078 

51,031 

5.545 

3A8.7/0 

SAN  LUIS  OBISPO 

124,670 

48,374 

27.596 

4  749 

2CC-  389 

SAN  MATEO 

510,851 

91.663 

24  556 

103'9 

83 389 

SANTA  BARBARA 

205.317 

82.912 

24  37fl 

6.944 

209.252 

SANTA  CLARA 

1.0O4  742 

201.959 

74,448 

23564 

1 .304  703 

SANTA  CRU2 

134,855 

43.555 

ie.2U 

5  55« 

200  18C 

SHASTA 

62  413 

41  247 

33.234 

2.637 

150  731 

SIERRA 

1.96S 

1.362 

80 

4  156 

SISKIYOU 

25,434 

16.287 

10  200 

949 

52  7€9 

SOLANO 

191.461 

56.747 

27  17b 

5  4C7 

2flC  81  • 

SONOMA 

249.030 

80.941 

42  098 

7  7W 

389  761 

STANISLAUS 

193.227 

81.399 

43  609 

4  057 

323  182 

SUTTER 

37.097 

16.942 

10  897 

927 

65  093 

TEHAMA 

24,21 1 

14,326 

10  999 

796 

50  132 

TRINITY 

7,473 

<,873 

3  662 

18  390 

TULARE 

t4CB30 

7C.381 

3i,72C 

3.728 

248  659 

TUOLUMNE 

30,569 

16.134 

9  696 

1  427 

5' 828 

VENTURA 

403670 

112.557 

42  244 

•1.079 

570  15C 

YOLO 

73.496 

30,593 

16  975 

1  7a9 

122.  e«2 

YUBA 

25  950 

12.911 

7.94C 

794 

4/265 

OUT  OF  STATE 

63,652 

5S373 

228  00C 

2203 

370  5'B 

'!RP  lO/PRORATE  VEHICLES 

798.526 

757  033 

I  555  553 

1997  FEE  PAID  VEHiCUE  REGISTRATIONfi 

18,754.719 

6.378,806 

2.rj7.3C« 

joi.cne 

25J«0.510 

FEE  EXEMPT  VEHICLE  REGISTRATIONS 

163,971 

206.368 

47  13? 

13,3*4 

430  800 

1997  GRAND  TOTAL 

18,918,690 

6.683,173 

444  444 

23,791.370 

1996  COMPARISON 

1 7.706.348 

5  863.845 

^901 ,894 

52*  694 

27  0C3  781 

%  CHANGE  FROM  PRIOR  YEAR 

•4.5% 

-4.9% 

-0.6% 

22  9% 

4  5\ 

'VehJclee  basad  m  other  siates  which  pay  lees  to  i 
DMV  Forecastlne/MIS  Section  (916)857-8008. 
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Budget  Details 


In  ttuB  fitcai  year  tfie  jvojected  revenue  iu  S41 8.00.  mmui  adroiniMnrtivd  eo<t«  which  are 
projected  to  be  S19,000.  Thii  reveaue  wc  uid  be  for  the  ealendar  year  of  1 998,  £rom 
which  the  money  would  be  acquired  from  the  Sttfc  transportation  iund.  For  the  f^Tt^  half 
of  the  calendar  year  of  1 999,  the  projected  revenue  would  be  $2100.000.  The  anticipated 
areta  of  expcoditure  of  these  funds  are  as  follows: 

A.  S2S0»000  would  be  u&od  to  purchase  equipment  and  set  up  the  ippticaiu 
fingerprinting  program.  The  cost  of  the  live  scan  machines  for  fingerprinting, 
the  won  and  fhtward,  piintm,  the  network  equipment,  and  the  octwork 
installation  would  be  $240.00*).  The  cost  of  software  development  and 
installation  so  the  applicant  piognun  can  be  monitored  will  be  $10,000 

B.  The  remaining  amount  of  SB720  Ainde  will  be  used  to  ptiliaily  pay  for  the 
$2.3  milhon  doUir  vpgrtie  to  the  fingerprint  oompu  er  system  (AFIS)  which 
is  scheduled  to  be  installed  by  Jmo,  1999.  This  upgr  ide  wiU  improve  the 
accuracy  of  the  system  and  inoreaae  the  ideotificAtioi  i  rate.  The  bftlance  of  the 
upgrade  will  bo  fiuided  by  the  Automated  Fingerpriitt  Identification  Fund 


The  projected  Teveaue  ioi  this  year  ^  \n  $418,000.  The  anticipated  areas  of 
exp<«diture  of  these  funds  sre  as  follows  :  i 


A.  Thete  is  a  planned  purchase  oi  30  RAPID  (Remote  Access  Positive  ID) 


devices  in  ttus  fiscal  yew.  Theie  are  mobile  fingeiprint  identification  dcvicet 
which  will  be  used  in  the  fi^  by  officov.  The  cost  of  this  oquipnieot 
purchase  will  be  $1,140,000,  The  entire  $418,000  will  be  uacd  to  assiat  m 


fWding  this  purchase  while  tb»  balance  will  cocoe  ftwn  die  Automated 
Fingerprint  Ideotificction  FUfttl. 
B.  The  Automated  Fingerprint  Identification  will  be  us^l  to  fimd  an  srchiv 
system  at  a  cost  of  $300,000.  j 


The  projected  revenue  for  this  year  will  bo  $418,000.  The  anticipated  areas  of 
expenditure  of  these  funds  are  as  foUowt: 


Fiiy^  Year  1999/2000 
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A.  Iam[m)jectiagthitanadditk«allWeicaflisiic^ 
ippUcant  program  aio^g  with  piinter  tt «  cott  of  $75,000. 

B.  IVenty-five  more  RAPID  dcvicee  will  be  parcbwe^  ^is  yev  at  a  coal  of 
S400,000.  Tht  rnnainug  balaiice  would  be  iuodcd  by  the  Automated 
Fingerprint  IdeatificatioD  Punl 

C.  llie  Autonutted  Fingeiimiit  JdendficatioD  Fund  will  jfund  m  expannon  to  tbe 
iarddvc  syatem  at  a  cost  of  $5lX),000. 

Piacal  Year  2001/2002 

The  projected  revenue  for  tfaif  year  will  be  $419,000.  The  aaiickjated  areas  of 
exptaditure  of  iheie  ftinds  are  m  fotlowi 

A.  Anoflier  35  RAPID  unit!  will  be  purchaied  at  an  anticipated  coit  of 
$1 .200.000.  The  rsmaiaiAg  balance  will  be  ftmded  by  the  Automated 
Fingerprint  Identifioation  Funi. 

The  projected  revenue  for  thia  year  will  be  S41 8.000.  Tlie  antici  pato^eas  of 
exprnditore  of  these  Amda  are  as  foIlowK 

A.  Thn«m(m  live  lean  inacbi&ei  will  be  purchased  wi  bpiintm.  The 
anticipated  coat  will  be  $22S.Ci00. 

B.  TenRAPIDunitswillbepurcbasedatacMtofSlSO.000. 

C.  A  palm  print  computer  sykcm  fat  identificaSioa  of       prints  firoin  crime 
eceora  win  bepmduaed  at  an  anticqiated  co»t  of  SIJ0OO,000.  The  Automated 
Fingeiimiit  Idcntiflcadon  Fund  will  fund  this  eotiici; . 


Please  note  that  th«  coiti  for  the  RAPID  uaitt  vary  bocauae  son^ 
additioiial  hardware,  which  are  not  leqiiirad  in  e«^  puicbaac. 
Automated  Fingeipnitf  Identification  F\md  ia  oied  to  pay  for 
nuintenanoe  w  equipment,  aupplics  fot  the  equipment,  fingerpi 
ami  auppltes,  and  network  mainteoance.  I  didn't  litt  ihoce  costi, 
numeroiUL  I  Uated  the  mqjor  purchsaea  which  arc  planned. 


of  the  purchaaM  require 
A^tionally,  the 
items  such  a« 
proceMiog  equipment 
as  they  are  too 


otler 
)i  ml  p 


Fingerprint  Identification  Fund  will  tund  this  ennreiy 


Please  note  that  the  costs  for  the  R.\PID  units  vioy  because  some  of  the  purchases  requu-e 
additional  hardware,  which  are  not  required  in  eich  purchase.  Additionally,  the 
Automated  Fingerprint  Identification  Fund  is  us<^  to  pay  for  other  items  such  as 
maintenance  on  equipment,  supplies  for  the  equipment,  fingerpnnt  processing  equipment 
and  supplies,  and  network  maintenance.  I  didn't  list  those  costs,  as  they  are  too 
numerous.  I  listed  the  major  purchases  which  art;  planned. 
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San  Frandicv  Police  Department  5.03 

GENERAL  ORDER  os  i?  94 

INVESTIGATIVE  DETENTIONS 
This  order  establishes  policies  and  procedures  regarding  investigative  detentions. 
I.  POLICY 

A.  DETENTIONS.  It  is  the  policy  of  the  San  Frandsf  o  Police  Department  that 
eveiy  person  has  the  right  to  tu«  the  public  streets  and  public  places  so  long  as 
he/she  does  not  engage  in  criminal  activity.  Factors  such  as  the  person's  race, 
sex^  sexual  orientation^  age^  dress,  unusual  or  disheveled  or  impoverished 
appearance  do  not  alone  justify/  even  a  brief  detention,  a  request  for 
identification^  or  an  order  to  move  on^  nor  do  general  complaints  from 
residents,  merchants  or  others. 

B.  REASONABLE  SUSPICION.  A  police  officer  may  briefly  detain  a  person  for 
questioning  or  request  identification  only  if  the  officer  has  a  reasoiuble 
suspicion  that  the  person's  behavior  is  related  to  criminal  activity.  The  officer, 
however,  must  have  specific  and  articxilable  facts  to  support  his/her  actions;  a 
mere  suspicion  or  "hunch''  is  not  sufficient  cause  to  detain  a  person  or  to 
request  idefttification. 


C  LENGTH  OF  DETENTION.  A  detention  must  be  brief  and  limited  to  the 
amount  of  time  reasonably  necessary  to  conduct  the  investigation. 

D.  REQUESTS  FOR  IDENTIFICATION.  The  refusal  or  failure  of  a  person  to 
identify  himself  or  herself  or  to  produce  identification  upon  request  of  a 
police  officer  cannot  be  the  sole  cause  for  arrest  or  detention,  except  where  the 
driver  of  a  motor  vehicle  refu&es  to  produce  a  driver  license  upon  the  request 
of  an  officer  enforcing  the  Vehicle  Code  or  the  Traffic  Code.  Except  in  the  case 
of  a  driver  of  a  motor  vehicle^  a  person's  refusal  or  failure  to  produce 
identification  is  not  unlawful^  and  an  officer  may  not  threaten  a  person  with 
arrest  solely  for  his  or  her  refusal  to  identify  himself  or  herself. 

E  ORDERS  TO  MOVE  ON.  Officers  do  not  have  the  authority  to  order  persons 
to  "move  on"  absent  probable  caxwe  to  believe  an  of feixse  has  occurred,  or 
absent  articulable  facts  requiring  movement  for  public  safety.  Also  see  DGO 
5.07,  Rights  of  Onlookers. 


F.  WARRANT  CHECKS  (POLICY).  See  DGO  6.18,  Warrant  Arrests, 
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DGO5.03 
08/17/94 

III.  PROCEDURES 

A.  CEROTICATE  OF  RELEASE /INCIDENT  REPORT/DUTIES  OF  DETAINING 
OFFICER 

1.  BRIEF  DETENTIONS.  If  you  briefly  detain  a  person  where  you  stop  him/her, 
or  move  a  person  a  short  tlistar.ce  for  safety,  convenience,  or  privacy,  the 
person  is  not  considered  arrested  or  taken  into  custody.  When  releasing 
the  person,  you  need  not  issue  a  Certificate  of  Release  or  prepare  an 
incident  report. 

2.  PROLONGED  DETENTIONS.  If,  hc  wever,  you  release  a  person  after  he/she 
has  been  moved  a  substantial  distance  or  has  been  detained  a  significant 
length  of  time,  you  must  issue  the  person  a  Certificate  of  Release  and 
prepare  an  incident  report  justifying  the  movement  or  the  length  of 
detention.  Title  the  incident  rejjort  "Investigative  Detention,"  list  the 
person  as  "D"  detained,  and  in(J\ide  the  reason(s)  the  subject  was  detained 
such  a  long  time  or  why  he/shni  was  moved. 

3.  PHYSICAL  RESTRAINT.  If  you  talce  the  detained  person  to  a  police  facility  or 
physically  restrained  the  person,  issue  a  Certificate  of  Release. 

4.  UNDER  THE  INFLUENCE.  If  you  Jirest  a  person  solely  for  be.ing  under  the 
influence  of  a  narcotic,  drug  or  restricted  dangerous  drug  and  take 
him/her  to  a  facility  or  hospital  for  treatment  and  no  further  proceedings 
are  desirable,  issue  the  person  i-.  Certificate  of  Release. 

5.  QUESTIONABLE  SITUATIONS.  If  there  is  doubt  as  to  whether  you  should 
issue  a  Certificate  of  Release,  always  resolve  the  doubt  by  issuing  the  form. 

6.  FORM  PREPARATION  AND  FILINCi.  Complete  the  Certificate  of  Release  form 
in  duplicate.  Give  the  original  to  the  person  being  released  and  forward  a 
copy  to  the  Records  Section,  Rc  om  475,  Hall  of  Justice. 


Referei^ces 

Penal  Code  Section  849(b) 
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LEGISLATIVE  ANALYSIS 


Committee  Hearing: 
File  Numbers: 


Housing  and  Neighborhood  Services 
98-0449  Historic  Sign  Districts 
98-0766  Zoning  Map  Amendment 
Supervisor  Kaufman 
August  6,  1998 


f^Oi"'  iMCMTS  DEPT. 


Origin: 
Hearing  Date: 


AUG  0  8  1998 

SAN  FRANCISCO 
PUBLIC  LIBRARY 


Summary  of  Proposed  Legislation: 

•  File  98-0449  Historic  Sign  Districts 

The  proposed  ordinance  amends  the  San  Francisco  Planning  Code  by  adding  new  sections  to  the  Planning  Code 
which  define  historic  signs  and  historic  sign  districts,  and  exempt  historic  signs  from  height  and  size  hmits,  and 
from  general  advertising  restrictions  if  those  signs  are  visible  from  the  freeway.  The  amendment  further  allows 
the  Planning  Commission  to  authorize  the  restoration  and  maintenance  of  historic  signs  located  in  historic  sign 
districts  as  a  conditional  use. 

•  File  98-0766  Zoning  Map  Amendment 

This  proposed  ordinance,  enabled  by  legislation  in  File  98-0449,  adopts  changes  in  property  use  classification 
and  amends  the  zoning  map  from  an  M-1  (Light  Industrial)  District  to  an  M-1  (Light  Industrial)  and  Hamm's 
Building  Historic  Sign  District  consistent  with  the  Eight  Priority  Policies  located  in  Section  101.1  of  the  San 
Francisco  Planning  Code. 

Current  Law: 

Article  6  of  the  Plarming  Code  contains  zoning  provisions  and  procedures  applicable  to  all  signs  that  are  located 
in  designated  sign  districts  throughout  the  City.  There  are  no  existing  provisions  for  historic  signs.  Existing 
codes  estabhsh  height  and  size  limits  for  signs,  including  signs  perched  on  roof  tops  and  those  with  moving 
features.  Since  there  are  no  existing  provisions  in  the  City  Planning  Code  regarding  historic  signs,  the  Zoning 
Administrator  interprets  provisions  of  the  Plannmg  Code  to  forbid  replacement  or  restoration  of  historic  signs 
that  have  been  removed. 

Zoning  regulations  in  the  Planning  Code  state  that  while  fmal  legislative  authority  for  amendments  to  zoning 
provisions,  including  changes  in  the  Zoning  Map,  may  reside  with  the  Board  of  Superv  isors,  all  proposals  for 
reclassifications  of  property  or  other  amendments  are  to  be  considered  by  the  Planning  Commission.  In 
addition,  these  regulations  provide  broad  authorization  to  the  Planning  Commission  to  approve  certain  specified 
uses  and  features  in  various  zoning  districts  through  conditional  use  procedures. 

Background: 

The  owners  of  the  Hamm's  Building,  which  until  the  1980s  operated  as  a  brewer}-  for  Hamm's  Beer,  seek  to 
restore  the  old  Hamm's  Beer  sign.  The  original  Hamm's  sign  depicted  a  short-stemmed  glass  of  beer 
approximately  3  stories  high,  m.ounted  over  signs  displaying  the  brand  name  "Hamm's." 
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The  applicants,  who  now  utihze  the  building  as  office  space,  have  proposed  to  re-construct  a  beer  glass  sign 
which  would  not  be  an  identical  replacement  but  would  represent  a  sculpted  object  reminiscent  of  the  former 
beer  glass  sign  (see  attachment  1).  The  proposed  sign  would  consist  of  a  fiberglass  27-foot  high  by  18-foot 
w  ide  simulation  of  a  short-stemmed  beer  glass  filled  with  beer  and  "head."  The  sign  would  not  extend  above 
the  building's  sign  tower  but  would  extend  outward  and  wrap  around  the  northeast  comer  of  the  building  and 
display  night  time  alternating  lighting  that  would  simulate  beer  and  the  beer's  "head."  The  4-foot  by  15-foot 
name,  "Hamm's"  would  be  spelled  out  below  the  glass  in  Hghted  channel  boxes. 

On  May  18,  1998,  the  Clerk  of  the  Board  transmitted  a  Planning  Code  amendment  referred  by  the  Board 
regarding  historic  signs  and  historic  sign  districts  to  the  Planning  Commission  for  review.  Following  a  public 
hearing  held  by  the  Planning  Commission  on  June  11,  1998,  the  Commission  adopted  a  resolution  of  approval 
on  the  amendment  based  on  findings  made  by  the  Planning  Department.  The  latter  found  that  the  proposed 
Zoning  Map  amendment  (File  98-0766)  was  consistent  with  the  eight  priority  planning  polices  estabhshed  by 
Section  101.1  of  the  Planning  Code  (attachment  2).  The  Commission  further  recommended  adoption  of  the 
proposed  amendments  (File  98-0449  &  98-0766)  by  the  Board. 

Historic  Sign  Districts 

Section  260  of  the  Planning  Code  addresses  height  limits  for  all  signs  that  can  be  placed  in  various  special  use 
districts  of  the  City.  This  legislation  (File  98-0449)  would  enable  the  establishment  of  a  historic  sign  district  as 
a  special  use  area  in  which  historic  signs  can  be  placed. 

Whereas  a  historic  sign  depicts  a  land  use,  business,  social  or  historical  activity  associated  with  the  City's  past 
history,  histonc  sign  districts  then  would  become  specific  geographic  zones  of  the  City  within  which  historic 
signs  would  be  permitted  by  conditional  use  granted  by  the  Planning  Commission.  The  Planning  Commission 
would  also  be  authorized  to  grant  conditional  use  for  the  purpose  of  maintaining,  replacing,  improving,  or 
restoring  signs  of  historic  character  or  quality  located  in  historic  sign  districts.  The  proposed  legislation  would 
also  exempt  historic  signs  located  within  historic  sign  districts  from  established  height  and  size  limits,  including 
limits  set  for  the  location  of  signs  based  near  freeways. 

A  new  section  of  the  Planning  Code  (Section  608.14)  authorizes  the  Planning  Commission  to  grant  conditional 
use  authorization  based  on  these  conditions: 

a)  Proposed  historic  sign  must  lie  within  a  designated  Historic  Sign  District. 

b)  A  historic  sign  to  be  restored,  reconstructed  or  improved  must  depict  a  valued  purpose  or  characteristic  that 
is  at  least  40  years  old. 

c)  The  sign  must  not  visually  obstruct  or  impair  a  City  landmark  or  public  vista. 

d)  The  size  or  appearance  of  the  proposed  sign  must  not  exceed  that  of  the  sign  that  existed  prior  to  the  historic 
designation  of  a  sign. 

e)  The  sign  must  be  in  good  condition,  repair  and  working  order. 

POLICY  ISSUES: 

1 .   DOES  THE  CITY  NEED  NEW  SIGN  LEGISLATION? 

The  City  Attorney's  Office  states  that  existing  municipal  and  state  codes  do  not  include  provisions  for  historic 
signs.  Through  this  legislation  (File  98-0449),  the  Planning  Commission  would  be  authorized  to  grant 
condilional  use  following  review  of  any  applications  requesting  designation  for  qualifying  historic  signs  located 
in  historic  sign  districts.  Whereas  current  regulations  restrict  size  and  height  for  non-historic  signs,  this 
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proposed  legislation  permits  the  Commission  to  exempt  historic  signs  from  those  requirements. 
This  legislation  (File  98-0449)  also  incorporates  a  new  definition  for  historic  sign  districts  defining  ihcni  as 
specific  geographic  areas  depicted  on  the  City's  Zoning  Map,  within  which  historic  signs  may  be  permitted 
through  condidonal  use  granted  by  the  Planning  Commission.  Historic  signs  would  then  be  signs  that  depict  a 
land  use,  a  social  or  business  activity,  or  a  historical  figure,  or  use  that  recalls  the  City's  historic  past  and  that 
are  required  to  be  located  in  designated  historic  sign  districts. 

The  President  of  the  Landmarks  Preservation  Advisory  Board  ("Landmarks  Board"),  which  advises  the 
Planning  Commission  on  historic  preservafion  matters,  states  that  this  legislation  is  appropriate  because  it  helps 
to  preserve  the  City's  cultural  icons  and  allows  historic  signs  in  San  Francisco  to  capture  a  "sense  of  place." 
However,  he  cautions  that  this  legislafion  should  not  be  udlized  for  unrelated  purposes  by  individuals  seeking  to 
use  historic  signs  for  financial  gain. 

The  Planning  Department  has  indicated  that  if  this  legislation  is  approved,  the  Department  may  receive  up  to  si.x 
applications  per  year,  seeking  designations  for  historic  signs. 

2.  IS  THERE  A  PRECEDENT  FOR  HISTORIC  SIGNS 

The  Planning  Department  notes  that,  in  the  past,  the  Planning  Code  has  been  revised  in  at  least  three  cases  to 
permit  changing,  modifying,  or  relocating  exisdng  signs.  In  1995,  Planning  Code  Section  608.13  added  under 
Ordinance  No.  389-95,  allowed  the  modificadon  of  an  existing  Bank  of  America  sign  within  a  district  assigned 
to  include  only  the  former  Unical  Tower.  In  1997,  Planning  Code  Section  604  (i)  added  by  Ordinance  No.  1  72- 
97,  allowed  the  relocation  of  an  existing  non-conforming  restaurant  sign  to  a  site  in  the  North  Beach 
Neighborhood  Commercial  District.  Again  in  1997,  Planning  Code  Section  607  (g)  added  by  Ordinance  No. 
134-97,  allowed  the  modification  or  replacement  of  an  existing  non-conforming  sign  in  the  Old  .Mutual  Benefit 
Building,  exceeding  the  100  foot  height  limit  for  signs  located  in  C-3  zoning  districts. 

If  this  legisladon  is  not  approved  by  the  Board,  each  historic  sign  would  then  be  approved  creating  new 
legislation  that  would  revise  the  Planning  Code  to  specifically  permit  restoring,  modifying  or  relocating  that 
historic  sign. 

3.  WHAT  IS  THE  APPROVAL  PROCESS  FOR  HISTORIC  SIGNS? 

The  Planning  Department  states  that  the  approval  process  for  applicants  seeking  designation  of  historic  signs 
would  generally  be  the  same  as  that  estabhshed  for  individuals  seeking  other  conditional  uses.  Applicants 
would  be  required  to  show  evidence  of  a  sign  that  has  existed  for  at  least  forty  years  and'or  seek  designation  of  a 
historic  sign  district.  In  addition,  applicants  would  be  required  to  apply  for  conditional  use  to  exempt  signs  that 
are  forty  years  or  older  from  restrictions  appHcable  to  non-historic  signs.  Applicants  could  expect  to  pa\-  a  fee 
of  no  less  than  $1,000  and  the  review  process  could  be  completed  within  six  weeks. 

Staff  states  that  the  Planning  Commission,  in  reviewing  applicadons  for  histonc  signs  and  historic  sign  districts, 
could  seek  the  advice  of  the  Landmarks  Preservation  Advisory  Board,  and  further  guidance  from  the  Art 
Commission  on  some  projects.  In  addition,  any  decisions  of  the  Planning  Commission  could  be  appealed 
before  the  Board  of  Supervisors. 

If  the  Planning  Commission  approves  a  historic  sign  designation,  a  pennit  from  the  Department  of  Building 
Inspection  for  structural  requirements  would  be  necessary.  Additionally,  general  advertising  signs  located  near 
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freeways  could  require  permits  from  the  Department  of  Transportation  (Caltrans).  The  City  Attorney  states  that 
Caltrans  has  reviewed  the  proposed  legislation  without  objection  to  its  form  nor  content. 
Since  approval  of  this  proposed  legislation  would  require  incorporating  the  amendments  into  the  City's 
Planning  Codes,  the  Planning  Department  could  amend  this  ordinance  (File  98-0449)  further  by  adding  a 
section  that  would  specifically  address  requirements  pertaining  to  the  approval  process  for  historic  signs.  This 
could  include  various  fee  structures,  notification  requirements,  and  application  timelines  for  applicants  seeking 
designations  for  historic  signs  and/or  historic  sign  districts. 

4.  WILL  THIS  LEGISLATION  HAVE  BROAD  APPLICATION? 

The  proposed  legislation  (File  98-0449)  provides  a  safeguard  against  urmierited  designations  by  mandating  that 
each  application  be  considered  under  a  separate  conditional  use  authorization  from  the  Planning  Commission, 
rather  than  providing  a  "blanket"  designation  for  all  historic  signs.  In  addition,  since  the  legislation  requires 
qualifying  signs  to  be  located  in  designated  historic  sign  districts,  the  Planning  Department  does  not  anticipate 
receiving  a  deluge  of  applications  for  historic  signs.  According  to  the  Planning  Department,  this  legislation 
would  provide  a  mechanism  for  preserving  the  City's  distinct  visual  character,  in  keeping  with  the  objectives  of 
the  Urban  Design  General  Plan  Element  (see  attachment  3). 

Approval  of  this  legislation  by  the  Board  would  have  immediate  implications  for  the  Hamm's  Beer  sign.  The 
Planning  Commission  has  already  issued  a  resolution  recommending  approval  of  the  proposed  legislation  which 
would  consequently  provide  conditional  use  authorization  for  the  Hamm's  brewery  sign.  The  proposed 
amendments  could  be  implemented  following  adoption  of  the  proposed  legislation  by  the  Board.  As  indicated  ^ 
above,  if  the  Board  does  not  approve  the  proposed  amendments,  historic  signs  could  still  be  considered  for 
approval  individually  through  revisions  to  the  Planning  Code. 

5.  WHAT  ARE  THE  FUTURE  IMPLICATIONS  OF  APPROVING  THIS  MEASURE? 

Staff  at  the  Planning  Department  has  pointed  out  that  since  current  sign  regulations  prohibit  new  general 
advertising  signs  to  be  visible  from  freeways,  this  legislation  could  generate  pressure  to  create  historic  sign 
districts  and  historic  signs  near  freeways  for  purposes  of  profit-making  by  advertisers.  According  to  staff,  an 
abundance  of  such  signs  could  visually  alter  the  character  of  the  area  surrounding  a  freeway. 

The  Planning  Department  has  however,  concluded  that,  if  this  legislation  is  approved,  these  concerns  would  not 
necessarily  affect  a  built-up  and  dense  urban  environment  with  abundant  business  and  general  advertising  signs, 
and  where  these  proposed  regulations  would  not  have  a  significant  physical  environmental  impact.  In  addition,  ! 
the  legislation  would  provide  sufficient  mitigation  by  permitting  review  and  approvals  to  be  granted  on  a  case  ; 
by  case  basis.  ' 

Since  the  City's  regulatory  authority  applies  to  establishing  time,  place,  and  maimer  for  historic  sign  districts, 
consideration  of  other  factors  such  as  cultural  values  and  aesthetics  would  create  constitutional  problems.  The 
City  Attorney's  Office  agrees  that  signs  should  be  reviewed  based  on  established  criteria,  but  not  content.  The 
Planning  Department  should  then  consider  deleting  the  reference  in  Planning  Code  Section  1  "Findings"  which 
states  that  historic  signs  should  "also  reflect  valued  cultural  and  aesthetic  sensibilities  of  the  City,"  as  such 
determinations  would  be  based  on  content.  The  Planning  Department  has  responded  to  this  observation  by 
indicating  that  the  reference  to  cultural  values  and  aesthetics  only  addresses  findings  made  to  support  creating 
this  proposed  legislation  (File  98-0449),  but  would  not  constitute  criteria  that  would  be  utilized  by  the  Planning 
Commission  to  review  applications  for  historic  signs. 
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OPTIONS: 

1.  Pass  the  ordinances  as  proposed  to  amend  the  Planning  Code  to  create  new  provisions  that  would  authorize 
the  Planning  Commission  to  grant  conditional  use  for  historic  signs  located  in  designated  historic  sign 
districts. 

2.  Amend  the  proposed  legislation  as  follows: 

a)  Direct  the  Planning  Department  to  further  clarify  the  apphcation  process,  by  including  various  fee 
structures,  notification  requirements,  and  application  timelines,  for  applicants  seeking  designations  for 
historic  signs  and/or  historic  sign  districts. 

b)  Preserve  the  content  neutrality  of  the  Planning  Commission's  review  process  by  ensuring  that  criteria  for 
reviewing  historic  signs  by  the  Planning  Commission  would  not  be  based  on  considerations  of  cultural 
values  and  aesthetic  sensibilities.  In  addition,  eliminate  references  to  such  considerations  made  in  the 
"Findings"  section. 

3.  Do  not  pass  the  ordinance.  Historic  signs,  including  the  Hamm's  Beer  sign,  could  be  allowed  by  revising 
the  Planning  Code  to  create  new  legislation  for  each  new  historic  sign. 


Analysis  Prepared  By:  Clarice  Duma,  Legislative  Analyst  (415/  554-7782) 
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THEREFORE  BE  IT  RESOLVED  THAT,  The  Commission  finds  the  proposed  Planning  Code  amendment 
is  consistent  with  the  eight  priority  planning  policies  established  by  Planning  Code  Section  101 .1  in  that: 

a.  The  proposed  amendment  would  not  effect  the  viability  of  existing  neighborhood  serving  retail  uses 
in  that  it  pertains  only  to  signs.  Any  historical  district  mapped  as  a  result  of  this  text  amendment 
would  require  separate  findings  for  consister>cy  with  this  priority  policy. 

b.  The  proposed  amendment  would  not  effect  neighborhood  character  in  that  It  would  not,  by  itsetf, 
create  any  change  in  the  character  of  any  neighbortxxxJ  and  any  historical  district  mapped  as  a  resutt 
of  this  text  amendment  would  require  separate  findings  for  consistency  with  this  priority  policy. 

c.  The  City's  supply  of  affordable  housing  would  not  be  effected  because  the  proposal  does  not  deaJ  wrth 
housing. 

d.  Municipal  transit  would  not  be  impeded  because  the  proposal  would  not  effect  the  street  right-of-way. 

e.  No  industrial  establishment  would  be  displaced  by  the  proposal. 

f.  The  proposal  would  not  effect  the  community's  preparation  for  an  earthquake. 

g.  The  proposal  would  help  preserve  landmarics  and  historic  buildings  by  preserving  or  reconstructing 
signs  deemed  historic. 

h.  The  proposal,  would  not  address  building  envelopes  or  open  space  encroachment. 

BE  IT  FURTHER  RESOLVED  THAT,  The  Commission  hereby  RECOMMENDS  ADOPTION  of  the 
proposed  amendments  as  presented  in  the  draft  ordinance  under  B/S  file  #98-0449. 


WHEREAS,  Objective  2,  Policy  4  of  the  Urban  Design  Plan  General  Plan  Element  states,  'Proserve 
notable  landmarks  and  areas  of  historic,  architectural  or  aesthetic  value,  and  promote  tfTe  preservation  of  other 
txjildings  and  features  that  pmvide  continuity  with  past  development^,  and 

WHEREAS,  Objective  1,  (City  Pattern)  of  the  Urban  Design  General  Plan  Element  is,  "Emphasis  of  the 
characteristic  pattern  which  gives  to  the  City  and  its  neighborhoods  an  image,  a  sense  of  purpose,  and  a 
means  of  ohentation''an(i  its  Policy  8  states,  'Increase  the  visibiPity  of  major  destination  areas  and  other  points 
for  orientation',  while  the  discussion  of  this  policy  says,  'In  travel  about  the  city,  the  ability  to  see  one's 
destination  and  other  points  of  orientation  is  an  important  product  of  the  city  pattern.  Such  an  ability  should 
be  fostered  in  public  and  private  development. ' ;  and, 

WHEREAS,  Objective  2,  (Conservation)  of  the  Urban  Design  General  Plan  Element  is,  'Conservation  of 
resources  which  provide  a  ser)se  of  nature,  continuity  with  the  past,  and  freedom  from  overcrowding' an6  its 
Policy  4  states,  'Preserve  notable  landmarks  and  areas  of  historic,  architectural  or  aesthetic  value,  and 
promote  the  presentation  of  other  buikiings  and  features  that  provide  continuity  with  past  developmenf. 
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Summary  of  Requested  Action: 

The  proposed  ordinance  would  prohibit  the  use  of  personal  watercraft  (such  as  Jetskis®,  Sea 
Doos®,  and  Waveruimers®)in  San  Francisco's  coastal  waters  within  1,200  feet  of  the  shoreline. 
Access  to  coastal  waters  by  personal  watercraft  would  be  limited  to  a  corridor  at  Pier  52. 

An  accompanying  resolution  (File  98-597)  would  urge  other  Bay  Area  counties  to  adopt 
similar  ordinances. 


Current  Law: 

The  State  Harbors  and  Navigation  Code  prohibits  the  operation  of  any  vessel,  including  but 
not  limited  to  personal  watercraft  (PWC),  in  a  reckless  or  negligent  manner  or  under  the 
influence  of  drugs  or  alcohol.  State  law  also  specifically  requires  PWC  to  be  operated  in  a 
reasonable  and  prudent  maimer  by  identifying  examples  of  dangerous  maneuvers  prohibited 
under  state  law. 


State  law  permits  local  vessel  ordinances  and  regulations  that  pertain  only  to  time-of-day 
restrictions,  speed  zones,  special-use  areas,  and  sanitation  and  pollution  control. 

PWC  use  is  not  permitted  in  the  Golden  Gate  National  Recreation  Area,  which  includes  all  of 
San  Francisco's  oceanfi^ont,  except  at  Fort  Baker  in  Marin.  The  waters  adjacent  to  Fort  Baker  arc 
under  the  City's  jurisdiction. 


Background: 


Purpose  of  Ordinance:  Reduce  Conflicts  and  Adverse  Impacts  in  Coastal  Waters 

The  proposed  ordinance  finds  that  conflicts  occur  between  personal  watercraft  and  other 
recreational  uses  of  the  Bay  and  Ocean  such  as  swimming,  windsurfing,  kayaking  and  canoeing 
due  to  the  high  speed  and  maneuverability,  shallow  draft,  and  noise  patterns  of  PWC.  The 
legislation  also  finds  that  PWC  restrictions  would  limit  the  adverse  affects  of  PWC  on  wildlife  in 
the  Bay,  promote  overall  public  safety,  and  decrease  pollution. 

According  to  the  State  Department  of  Boating  and  Waterways,  there  were  no  reported 
accidents  involving  PWC  in  San  Francisco  waters  in  1997  nor  were  any  accidents  reported  in  the 
three  contiguous  counties  of  Marin,  Alameda  and  San  Mateo.  Seven  accidents  involving  PWC 
were  reported  in  Contra  Costa  which  shares  a  short  border  with  San  Francisco  in  the  Bay  north  of 
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Angel  Island,  but  the  reports  do  not  specify  if  the  accidents  occurred  on  the  Bay  or  on  inland 
waters.  Attached  is  a  listing  of  reported  accidents  involving  PWC  in  California  waters. 

1.200  Foot  Buffer  Zone  Desisnated  "Special-Use  Area  " 

The  proposed  ordinance  would  restrict  the  use  of  personal  watercraft  in  San  Francisco's 
coastal  waters  by  creating  a  special-use  area  extending  from  the  shoreline  out  1,200  feet.  The 
San  Francisco  shoreline  includes  beaches,  docks,  piers,  seawalls  and  jetties  from  Candlestick 
Point  to  below  Harding  Park  on  the  San  Francisco  peninsula,  and  also  includes  all  of  Alcatraz, 
Verba  Buena  and  Treasure  Islands,  the  east  shore  of  Angel  Island,  and  the  shoreline  from  Point 
Bonita  to  Yellow  Bluff  in  Marin. 

PWC  would  not  be  permitted  in  the  special-use  area.  However  other  vessels  would  be  able  to 
access  shoreline  facilities  in  the  special  use  area.  PWC  would  be  able  to  reach  the  permitted 
areas  of  operation  through  a  200-foot  wide  access  corridor  at  Pier  52,  south  of  the  Bay  Bridge 
near  the  Mission  Rock  terminal.  The  speed  limit  in  the  access  corridor  would  be  5  miles  per 
hour.  Please  see  the  attached  map  for  a  graphic  description  of  the  special-use  area. 

Penalties  and  En  forcement 

The  legislation  would  make  violations  of  the  ordinance  punishable  by  a  fine  of  $50  for  the 
first  infraction,  $100  for  the  second,  and  $250  for  the  third  and  subsequent  offenses  within  one 
year.  The  proposed  legislation  also  permits  residents  of  San  Francisco  to  bring  a  civil  action 
against  PWC  operators  alleged  to  have  violated  the  ordinance.  Signs  informing  boaters  of  the 
restrictions  would  be  posted  where  PWC  have  the  ability  to  launch  and  would  include  a  phone 
number  that  can  be  used  by  the  public  to  report  violations. 

The  San  Francisco  Police  Department  (SFPD)  is  the  local  law  enforcement  agency  with 
primary  responsibility  for  pafrolling  San  Francisco  waters.  The  SFPD  maintains  one  patrol  boat 
and  a  staff  of  three  officers  for  this  purpose.  The  Port  of  San  Francisco  rehes  on  two  SFPD 
officers  detailed  patrol  lands  under  Port  jurisdiction.  The  U.S.  Coast  Guard  or  any  peace  officer 
may  enforce  State  and  Federal  navigadon  laws,  but  local  laws  must  be  enforced  by  local 
authorities. 

The  legislation  contains  an  exemption  for  Fire  Department  and  Coast  Guard  PWC  in  the 
performance  of  search  and  rescue  missions.  Currently,  the  San  Francisco  Fire  Department  is 
currently  the  only  local  agency  that  maintains  PWC  for  use  in  emergencies.  The  SFPD  suggests 
modifying  this  exemption  to  exclude  PWC  used  by  all  public  safety  agencies  in  the  performance 
of  emergency  services.  This  would  provide  an  exempfion  for  the  SFPD  should  the  Department 
acquire  PWC  and  permit  the  Fire  Department  and  Coast  Guard  to  use  PWC  for  missions  other 
than  search  and  rescue.  The  SFPD  also  suggests  amending  the  proposed  ordinance  to  allow  the 
SFPD  to  determine  a  method  for  demarcating  the  specified  boundaries  and  informing  PWC 
users. 
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Policy  Issues: 


Local  Regulations  May  Conflict  with  State  or  Federal  Law 

According  to  Mr.  Johnston  of  the  State  Department  of  Boating  and  Waterways,  in  the  interest 
of  uniformity  and  predictabihty  of  law  only  four  types  of  local  boating  restrictions  are  permitted 
under  State  law:  time-of-day  restrictions,  speed  zones,  special-use  areas,  and  sanitation  and 
pollution  control.  The  proposed  ordinance  would  create  a  special-use  area.  This  designation 
requires  that  the  prohibited  activity  -  in  this  case  the  use  of  personal  watercrafl  -  is  incompatible 
with  other  uses  of  the  special-use  area.  Thus,  the  proposed  legislation  implies  that  PWC  use 
threatens  the  safety  of  other  recreational  users. 

Mr.  Johnston,  in  addition  to  the  Personal  Watercraft  Industry  Association,  advises  that  the 
proposed  legislation  may  unfairly  discriminate  against  PWC  by  allowing  other  similarly-sized 
vessels  open  access  to  the  special-use  area  while  banning  PWC.  The  U.S.  Coast  Guard  classifies 
PWC  as  Class  A  motorboats,  a  category  which  includes  other  small  motorized  vessels.  A 
California  Attorney  General  opinion  (91-306)  found  that  a  complete  ban  on  PWC  use  in  a 
county's  jurisdiction  is  permissible  if  "(1)  the  use  of  personal  watercraft  on  all  navigable  waters 
under  the  agency's  jurisdiction  is  incompatible  with  one  or  more  other  public  uses  and  (2)  such  a 
ban  is  neither  arbitrary  nor  discriminatory  as  to  personal  watercraft,  e.g.,  the  ban  applies  to  other 
incompatible  motorized  vessels  as  well." 

Federal  law  requires  that  any  boat  launch  facility  built  with  Federal  funds  under  the  Federal 
Aid  in  Sport  Fish  Restoration  Act  (also  referred  to  as  Wallop-Breaux)  must  permit  all  vessels  of 
common  horsepower  to  have  equal  access  to  waterways  from  the  facility.  Pier  52  -  the  proposed 
access  point  for  PWC  -  is  the  only  San  Francisco  facility  built  with  Wallop-Breaux  funds. 
Should  future  Federal  funds  become  available  to  the  Port  to  develop  launch  facilities,  this 
legislation  may  need  to  be  amended.  Alternatively  a  provision  could  be  included  in  this 
legislation  to  allow  access  (through  a  corridor)  to  Port  facilities  funded  by  future  Wallop-Breaux 
funds. 

The  ordinance  would  require  any  City  department  applying  for  Federal  funds  under  the  Act 
to  notify  the  City  Attorney  and  Commission  on  the  Environment.  The  legislation  does  not 
specify  what  action  these  agencies  should  take.  The  responsibility  for  land  use  policy  is  outside 
of  the  mandate  of  the  Commission  on  the  Environment.  Therefore  it  would  be  appropriate  for 
decisions  regarding  PWC  restrictions  and  Port  facilities  to  return  to  the  Board  of  Supervisors  for 
action. 

In  the  event  that  another  regulatory  authority  has  exclusive  jurisdiction  over  any  of  the 
specified  shoreline  area,  the  special-use  area  would  begin  at  the  boundary  of  that  junsdiction  and 
extend  out  1,200  feet. 

Access  to  Fueling  Facility 

According  to  Officer  Daimy  Lopez  of  the  Police  Department,  the  only  fueling  facility  that 
serves  PWC  is  located  at  Gas  House  Cove,  the  small  craft  harbor  marina  just  west  of  Aquatic 
Park.  The  proposed  legislation  does  not  provide  for  access  to  this  facility.  The  Committee  may 
wish  to  create  a  second  access  corridor  at  the  Marina  to  provide  access  to  the  fueling  facility. 
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To:      Members  of  the  Economic  Development,  Transportation  and  Technology  Committee 
Supervisor  Michael  Yaki,  Chairman 
Supervisor  Leslie  Katz 
Supervisor  Mark  Leno 

From:   Gail  Feldman,  Chief  Legislative  Analyst 
Date:    August  17,  1998 
Re:      Survey  of  Military  Base  Re-use  Authorities  in  the  Bay  Area 

The  following  information  regarding  the  Bay  Area  Local  Re-Use  Authorities,  was  requested  b\-  Supcr\  isor  "i'aki 
for  the  August  18,  1998  Committee  hearings  on  Treasure  Island. 

There  are  four  bases  in  the  immediate  San  Francisco  Bay  Area  that  are  in  the  process  of  conveyance  and 
conversation  by  the  cities  in  which  they  are  located.  The  following  is  a  brief  review  of  the  composition  of  the 
Local  Re-use  Authorities  that  were  established  as  required  by  Federal  law  to  complete  the  planning  process  and 
accept  conveyance  of  the  land. 

Alameda  Naval  Air  Station 

The  9  member  Joint  Powers  Alameda  Re-use  Authority  includes  the  following  members: 

Mayor  of  Alameda 

City  Council  (four  members) 

District  Director  for  Congresswoman  Barbara  Lee 

Mayor  of  Oakland 

Mayor  of  San  Leandro 

Member  of  the  Alameda  County  Board  of  Supervisor  -  Wilma  Chan 

The  Authority  was  estabhshed  as  a  JPA  between  the  County  and  City  of  Aiameda.  The  Authont>  will  sunset  in 
April  1999.  It  appears  now  that  The  City  of  Alameda  will  receive  conveyance  sometime  after  June  1999  and 
the  City  Redevelopment  Agency  will  implement  the  Re-Use  Plan.  The  City  Council  and  Mayor  sit  on  the 
Redevelopment  Agency. 

There  is  a  16  member  advisory  board  which  advises  the  Re-Use  Authority,  it  is  composed  of  citizens  as  well  as 
commissioners  for  Planning,  Economic  Develop  and  Parks.  The  City  is  considering  estabhshing  a  new  advisor.- 
body  similar  to  other  standing  City  commissions,  once  the  City  council  is  the  responsible  agency. 
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Other  Justi  fications  for  Restrictions 

Legislation  restricting  the  use  of  carbureted  two-stroke  engines  -  the  motor  used  to  power 
most  current  PWC  models  which  has  been  found  to  release  25%  of  its  fuel  unbumed  -  on  Lake 
Tahoe  is  being  challenged  in  Federal  court.  Legislation  pending  in  the  State  Legislature  (AB 
2439,  Bowen)  would  prohibit  the  sale  of  carbureted  (as  opposed  to  fiiel-injected)  marine  two- 
stroke  engines  after  January  1,  2002.  The  PWC  industry  is  expanding  production  and  sales  of 
other  types  of  engines  that  are  less  polluting. 

Although  the  proposed  ordinance  makes  reference  to  pollution  caused  by  PWC,  it  does  not 
create  a  specific  nexus  between  the  environment  and  the  proposed  restrictions.  The  Corrmiittee 
may  wish  to  expand  the  restrictions  to  include  all  vessels  powered  by  carbureted  two-stroke 
engines. 

Options: 

1 .  Adopt  the  proposed  ordinance.  This  would  prohibit  PWC  use  in  a  special-use  area  within 
1,200  feet  of  the  San  Francisco  shoreline. 

2.  Amend  the  proposed  ordinance  to  exempt  PWC  used  by  any  public  safety  agency  to  perform 
its  mission.  This  would  permit  the  SFPD  to  acquire  and  use  PWC  in  the  future  and  permit  the 
Fire  Department  to  use  existing  PWC  for  missions  not  restricted  to  search  and  rescue. 

3.  Amend  the  proposed  legislation  to  provide  a  second  PWC  access  corridor  at  Gas  House 
Cove,  small  craft  harbor  marina.  This  would  give  PWC  access  to  the  only  fueling  faciHty  in  San 
Francisco  waters. 

4.  Amend  the  proposed  ordinance  to  allow  access  through  a  200  ft.  corridor  to  any  future  City 
facilities  funded  by  Wallop-Breaux  funds. 

5.  Amend  the  legislation  to  require  all  City  departments  applying  for  Federal  funds  to  develop 
boat  facilities,  to  notify  the  Board  of  Supervisors  instead  of  the  Commission  on  the  Envirormient. 

6.  Amend  the  proposed  ordinance  to  give  the  SFPD  authority  to  demarcate  the  specified 
boundaries  in  conformance  with  the  uniform  navigational  markings  established  by  the  State 
Department  of  Boating  and  Waterways  and  to  inform  PWC  users  of  restricted  use  areas. 

7.  Amend  the  proposed  ordinance  to  restrict  all  vessels  powered  by  carbureted  two-stroke 
engines.  This  would  include  other  small  boats  using  inefficient  motors. 

8.  Amend  the  legislation  to  establish  speed  zones  which  would  apply  to  all  vessels,  within  the 
jurisdictional  waterways  of  the  City. 

9.  Do  not  adopt  the  proposed  ordinance.  This  would  permit  PWC  to  be  operated  inside  1,200 
feet  of  the  shoreline. 

Prepared  by:     Billy  Blattner  and  Gail  Feldman 
(415) 554-7784 
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1997  Reportable  PWC-Related  Accidents  by  County 


Totei  Number 

Tot  Hi  Numter 

ratal  Numoor 

County 

of  Accictents 

of  Infunes 

of  0«•f^s 

F^opcrty  D^nxttje 

Amador 

3 

4 

0 

S2,70O 

Butte 

7 

7 

0 

S3, 100 

Calaveras 

7 

6 

0 

$13.6bO 

Colusa 

4 

3 

0 

$6,800 

Contra  Costa 

7 

5 

1 

$11,600 

El  Dorado 

5 

3 

1 

$10,300 

Fresno 

3 

2 

0 

S?  800 

Humboldt 

1 

0 

0 

SI, 100 

Imperial 

15 

11 

0 

$10,400 

Kern 

16 

11 

1 

S21.850 

Kings 

4 

5 

0 

S3  600 

Lake 

10 

6 

1 

$21,800 

Los  Angeles 

32 

20 

0 

$57,550 

Madera 

9 

4 

0 

$18,050 

Mendocino 

1 

1 

0 

S8,300 

Merced 

1 

0 

0 

$6,000 

Monterey 

6 

4 

0 

S4,'00 

Napa 

9 

9 

0 

SU.700 

Nevada 

1 

1 

0 

$1,400 

Orange 

1 

1 

0 

$0 

Placer 

8 

4 

0 

S23.500 

Plumas 

4 

5 

0 

SO 

Riverside 

40 

22 

0 

$65,850 

Saaamento 

6 

2 

0 

S22.0O0 

San  Bernardino 

36 

26 

1 

$40,350 

San  Diego 

38 

28 

1 

$54,050 

San  Joaquin 

23 

19 

1 

S20.30O 

San  Luis  Obispo 

6 

5 

0 

$4  100 

Santa  Barbara 

1 

1 

0 

$0 

Santa  Clara 

11 

8 

0 

S22.900 

Shasta 

29 

21 

1 

$166,900 

Solano 

2 

2 

0 

$7  000 

Sonoma 

7 

3 

0 

$13,500 

Stanislaus 

13 

9 

0 

$13,800 

3 

0 

$0 

Tulare 

8 

5 

0 

$12  150 

Tuolumne 

8 

6 

0 

$7,800 

Ventura 

2 

1 

0 

S4  000 

Yolo 

1 

2 

0 

S4  500 

Yuba 

3 

1 

0 

$7. -50 

TOTAL 

391 

276 

8 

$709,150 

«weaM«  $600,  gr        •  I  oompMtB  lost  of  ■ 
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MEMORANDUM 


To: 


Members  of  the  Economic  Development,  Transportation  and  Technology  Committee 
Supervisor  Michael  Yaki,  Chairman 
Supervisor  Leslie  Katz 

Supervisor  Mark  Leno  r\  ^.^^-""^ 


From:   Gail  Feldman,  Chief  Legislative  Analyst  ' 
Date:    August  17,  1998 

Re:      Survey  of  Military  Base  Re-use  Authorities  in  the  Bay  Area 

The  following  information  regarding  the  Bay  Area  Local  Re-Use  Authorities,  was  requested  by  Super,  isor  ^'aki 
for  the  August  18,  1998  Committee  hearings  on  Treasure  Island. 

There  are  four  bases  in  the  immediate  San  Francisco  Bay  Area  that  are  in  the  process  of  conveyance  and 
conversation  by  the  cities  in  which  they  are  located.  The  following  is  a  brief  review  of  the  composition  of  the 
Local  Re-use  Authorities  that  were  estabhshed  as  required  by  Federal  law  to  complete  the  planning  process  and 
accept  conveyance  of  the  land. 

Alameda  Naval  Air  Station 

The  9  member  Joint  Powers  Alameda  Re-use  Authority  includes  the  following  members: 

Mayor  of  Alameda 

City  Council  (four  members) 

District  Director  for  Congresswornan  Barbara  Lee 

Mayor  of  Oakland 

Mayor  of  San  Leandro 

Member  of  the  Alameda  County  Board  of  Supervisor  -  Wilma  Chan 

The  Authority  was  established  as  a  JPA  between  the  County  and  City  of  Alam.eda.  The  Authority  will  sunset  in 
April  1999.  It  appears  now  that  The  City  of  Alameda  will  receive  conveyance  sometime  after  June  1999  and 
the  City  Redevelopment  Agency  will  implement  the  Re-Use  Plan.  The  City  Council  and  Mayor  sit  on  the 
Redevelopment  Agency. 

There  is  a  16  member  advisory  board  which  advises  the  Re-Use  Authority.,  it  is  composed  of  citizens  as  well  as 
commissioners  for  Planning,  Economic  Develop  and  Parks.  The  City  is  considering  establishing  a  new  advisory- 
body  similar  to  other  standing  City  commissions,  once  the  Cit>'  council  is  the  responsible  agency. 
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Oakland  Army  Base 


The  9  member  Joint  Powers  Re-use  Authority  includes  the  following  members: 

Oakland  Mayor 

City  Council  (4  members) 

District  Director  for  Congresswoman  Barbara  Lee 
Mayor  of  Alameda 

Member  of  the  Alameda  County  Board  of  Supervisors  Keith  Carson 
Executive  Director  of  ABAG 


The  City  Redevelopment  Agency,  which  is  made  up  of  the  City  Council,  will  implement  the  Re-usc  auihoriiy's 
plan.  The  Authority  has  a  community  advisory  group  of  37  members  . 


Mare  Island  Naval  Base 

The  7  member  City  Council,  including  the  Mayor  sits  as  the  Local  Re-use  Authority.  The  Auihorii>  is  not 
estabhshed  as  a  Redevelopment  Agency.  The  City  does  not  expect  conveyance  of  the  base  until  at  least  the  s  car 
2000  or  200  L 

Several  citizen  advisory  committees  were  formed  which  included  a  total  of  250  people.  These  committees 
addressed  Human  Services,  Historical  Preservation,  Business  Development.  Job  Training  and  Recreation. 
These  committees  were  disbanded  after  rnaking  recommendations  regarding  the  Re- Use  Plan.  Current  1\  there  is 
no  advisory  group  to  the  City  Council  regarding  Mare  Island  development. 

Treasure  Island  Naval  Base 

The  7  member  Local  Re-use  Authority  is  a  non-profit  public  benefit  corporation  appointed  by  the  Mayor  and 
approved  by  the  Board  of  Supervisors  of  the  City  and  County  of  San  Francisco.  State  law  allowed  the  City  to 
designate  the  base  as  a  redevelopment  area  and  grant  redevelopment  powers  to  the  .Authority.  The  Directors  arc 
appointed  as  follows: 

Citizens  (4) 

Director  of  Planning  Department 
Director  of  the  Port 

Director  of  the  Redevelopment  Agency 


A  Re-use  Plan  developed  by  a  citizen  group  appointed  by  the  Mayor,  was  completed  in  1 996  and  adopted  by  the 
Board  of  Supervisors.  The  Authority  is  responsible  for  implementing  the  plan.  Con\  eyance  of  the  base  is  not 
expected  for  at  least  one  year.  The  Authority  is  in  the  process  of  establishing  a  25  member  citizen  advisory 
committee  made  up  of  the  Mayor's  nominees  to  provide  public  perspective  on  the  irnplem.entation. 
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Govt  Information  Ctr 
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Housing  and  Neighborhood  Services 

98-1 158  Owner  Move-In  Reform  and  Senior  Housing  Protection  Act  II 
Supervisor  Bierman 
August  20,  1998 


Summary  of  Requested  Action: 

The  proposed  ordinance  (File  98-1 158)  amends  Chapter  37  of  the  San  Francisco  Administrative  Code  (the  "Rent 
Ordinance")  to  provide  additional  protections  and  remedies  to  all  residential  tenants  in  San  Francisco  from  evictions 
based  on  owner  or  relative  occupancy,  commonly  known  as  "owner  move-in"  (  or  "OMI").  Amendments  proposed  by 
this  ordinance  require  owner  or  relative  occupancy  of  the  vacated  unit  to  occur  within  3  months  of  the  eviction  and 
continuous  occupancy  of  that  unit  for  36  months.  If  occupancy  is  not  maintained  dunng  the  36  months,  the  owner  must 
provide  re-rental  rights  to  the  displaced  tenant.  In  addition,  the  ov/nership  interest  for  an  owner  who  wishes  to  evict  a 
tenant  is  extended  to  at  least  50  percent  for  property  acquired  after  July  1,  1997.  OMl  evictions  would  be  prohibited  if  a 
comparable  imit,  in  any  of  the  owner's  buildings,  is  vacant  and  available  to  the  tenant  pnor  to  that  tenant's  vacation  of 
the  unit. 

Owners  would  also  be  required  to  document  evictions  as  well  as  provide  nghts  to  displaced  tenants,  including  a  three- 
year  right  of  re-rental  and  limitations  of  rent  increases.  This  proposed  legislation  also  requires  owners  to  provide 
relocation  payments  to  displaced  tenants  with  continuous  occupancy  in  multi-umt  buildings  of  12  months  or  more  prior 
to  eviction. 

Further  amendments  to  Section  37  make  it  a  misdemeanor  for  an  owner  to  refuse  to  rent  a  unit  to  any  person  protec::d  by 
the  City's  OMI  restrictions  for  the  purpose  of  avoiding  these  protections. 

Current  OMI  Law; 

San  Francisco  Administrative  Code  (Section  37.9) 

The  Cit>''s  Administrative  Code  contains  14  "just  cause"  provisions  which  permit  a  landlord  to  evict  a  residential  tenant 
in  order  to  recover  possession  of  a  unit,  including  evictions  for  owner  or  relative  occupancy  ("OMI  evictions"). 
Currently,  landlords  pursuing  OMI  evictions  must  use  the  vacated  unit,  for  a  period  of  at  least  12  continuous  months 
following  the  eviction,  as  a  principal  residence  for  the  landlord  or  the  landlord's  relatives  -  including  the  landlord's 
children,  parents,  grandparents,  grandchildren,  brother  or  sister,  spouse  or  spouse  of  the  landlord's  relation. 

In  order  to  recover  possession,  current  law  mandates  that  a  landlord  have  a  10  percent  interest  in  propert>'  acquired  before 
February  21,  1991,  and  for  properties  acquired  after  that  date,  ownership  interest  of  at  least  25  percent  is  required.  In 
addition,  recovery  is  prohibited  when  a  comparable  unit  in  the  building  is  already  vacant  and  available,  or  if  that  unit 
becomes  available  dunng  the  period  of  the  eviction  notice.  Under  certain  conditions,  including  evictions  based  on  capital 
improvements  or  permanent  removal  of  units  from  residential  housing  ("Ellis  Act"  evictions),  landlords  must  extend 
rights  of  re-rental  to  displaced  tenants  and/or  pay  tenants  relocation  costs. 

The  OMI  Moratorium  (Ordinance  98-0805) 

The  OMI  moratorium  that  was  recently  approved  by  the  Board  of  Superv  isors  (the  Board),  took  effect  on  August  16, 
1998  and  applies  to  buildings  with  two  or  more  units.  It  amends  the  San  Francisco  Rent  and  Stabilization  Ordinance  (the 
"Rent  Ordinance")  to  prohibit  OMI  evictions  of  qualifying  seniors  who  are  at  least  60  years  old  with  tenancies  of  10 
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years  or  more  in  the  same  property.  OMI  evictions  are  also  prohibited  for  disabled  tenants  with  tenancies  of  10  years  in 
the  same  property,  and  catastrophically-ill  tenants  with  tenancies  of  5  years  in  the  same  property.  Definitions  of  disabled 
and  catastrophically-ill  tenants  are  contained  in  Section  37.9  of  the  Administrative  Code. 

The  provisions  of  the  OMI  moratorium  will  not  apply  when  there  is  only  one  rental  unit  owned  by  the  landlord  in  the 
building,  or  when  units  owned  by  the  landlord  in  a  building  in  which  the  landlord  resides,  are  occupied  by  tenants 
belonging  to  the  protected  groups  described  above,  or  when  recovery  of  the  unit  would  be  for  the  landlord's  relative  who 
is  at  least  60  years  of  age. 

This  legislation  places  the  burden  of  proof  on  the  tenant  by  requiring  that  qualifying  tenants  who  may  be  facing  evictions, 
substantiate  their  claims  of  protected  status  within  thirty  days  of  receiving  an  eviction  notice.  In  addition,  provisions  in 
the  OMI  moratorium  provide  property  owners  with  procedures  they  can  use  to  verify  or  dispute  claims  of  protected  status 
made  by  tenants.  Owners  must,  in  turn,  file  a  copy  of  the  eviction  notice  with  the  San  Francisco  Rent  and  Stabilization 
Board  (the  "Rent  Board")  within  ten  days  of  serving  an  eviction  notice  to  a  tenant. 

Evictions:  Comparing  Current  OMI  Law  and  the  Proposed  Legislation: 

The  proposed  legislation  modifies  existing  provisions  regarding  OMI  evictions  in  the  Rent  Ordinance  with  the  intent  of 
restncting  evictions  and  providing  additional  remedies  for  all  tenants  in  San  Francisco.  According  to  the  City  Attorney's 
Office,  during  the  period  of  the  OMI  moratorium,  qualifying  seniors,  disabled  and  catastrophically-ill  tenants  cannot  be 
evicted  for  owner  or  relative-occupancy  if  they  have  evidence  substantiating  their  claims  of  protected  status. 

This  proposed  legislation  modifies  existing  provisions  in  the  Rent  Ordinance  which  affect  all  tenants  facing  OMI 
evictions  as  follows: 

1)  Current  provisions  in  the  Rent  Ordinance  require  landlords  or  their  relatives  to  use  vacated  units  as  their  primary 
residence  for  at  least  12  continuous  months  following  an  eviction. 

The  proposed  amendments  modify  occupancy  requirements  by  mandating  that  owners 
or  their  relatives  assume  occupancy  of  the  vacated  unit  within  3  months  of  the  eviction 
and  in  addition,  maintain  continuous  occupancy  for  at  least  36  months  in  that  unit. 

2)  Current  provisions  in  the  Rent  Ordinance  limit  OMI  evictions  to  owners  with  at  least  10  percent  interest  in  property 
acquired  before  February  21,  1991,  and  to  owners  with  at  least  25  percent  interest  in  property  acquired  after  Februar/ 
21,1991. 

In  addition  to  the  10  percent  ownership  requirement,  OMI  evictions  would  be  further 
restricted  to  owners  with  at  least  25  percent  interest  in  property  acquired  before  July  1, 
1997,  and  for  property  acquired  after  July  1, 1997,  owners  must  have  at  least  50 
percent  interest  in  that  property. 

3)  Under  current  law,  recovery  of  possession  is  prohibited  if  a  comparable  unit,  in  the  building  in  which  the  eviction  is 
being  pursued,  is  available  during  the  period  of  the  notice  terminating  the  tenancy. 

The  proposed  amendments  prohibit  OMI  evictions  if  a  comparable  unit  in  any  building  owned  by  a  landlord  is 
vacant  and  available  prior  to  the  tenant's  vacancy  from  the  unit.  If  a  non-comparable  unit  is  available  and 
vacant,  the  owner  must  offer  that  unit  to  a  tenant  at  the  same  rental  amount  or  with  allowable  adjustments 
based  on  the  condition  of  the  unit.  The  Rent  Board  would  settle  disputes  over  the  initial  rent  of  the 
replacement  unit. 
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4)  The  Rent  Ordinance  currently  requires  landlords  to  pay  relocation  costs  ranging  from  S 1 ,500  to  S2.500  -  based  on 
the  size  of  the  unit,  for  displacements  resulting  from  permanent  removal  of  rental  units  from  the  housing  market  ( 
"Ellis  Act"  evictions)  if  displaced  tenants  are  low-income,  elderly  and  disabled  tenants. 

Relocation  payments,  under  the  proposed  legislation,  are  established  at  $1,000  for  tenants  living  in  buildings 
with  2  or  more  units  and  with  continuous  tenancies  of  12  months  or  more  prior  to  the  eviction.  Payment  terms 
are  $500  for  the  initial  payment  made  at  the  time  of  the  service  of  the  eviction  notice,  and  the  remaining  S50U 
shall  be  paid  when  the  tenant  vacates  the  unit. 

5)  The  Rent  Ordinance  currently  defines  "noticing"  guidelines  for  landlords  pursuing  evictions  with  just  cause, 
including  those  based  on  ovmer  or  relative  occupancy.  Current  regulations  also  permit  tenants  to  e.xercisc  tenancy 
rights  permitted  under  the  law,  and  prohibit  any  retaliatory  action  that  may  be  taken  by  a  landlord  against  tenants 
who  exercise  those  rights.  Tenants  or  the  Rent  Board  may  institute  civil  proceedings  for  injunctive  reheve  against 
landlords  who  violate  provisions  of  the  Rent  Ordinance. 

The  proposed  legislation  creates  a  new  section  on  "Tenant  Rights  in  Evictions"  which  permits  tenants  to 
invoke  the  protection  of  the  law  within  30  days  of  receiving  a  notice  to  vacate.  The  proposed  amendments  also 
make  it  a  misdemeanor  and  a  punishable  offense  when  a  landlord  refuses  to  rent  or  withholds  a  rental  unit 
from  a  tenant  in  violation  of  protections  contained  in  Chapter  37  of  the  Rent  Ordinance. 

Background: 

The  Board  of  Supervisors  (the  Board)  has  passed  legislation  in  the  past  year  which  impacts  tenants  and  landlords  in 
residential  housing  as  follows: 

•  Legislation  on  the  original  OMI  moratorium  legislation  was  passed  by  the  Board  in  December  1997.  However, 
following  a  legal  challenge  of  this  legislation,  the  Superior  Court  invalidated  the  OMI  moratorium  in  April  1998. 

•  In  March  1998,  legislation  on  Apartment  Unit  Conversion  (File  97-034.01 )  was  passed,  which  prohibited  unlawful 
conversions  of  short  term  or  transient  use  of  apartment  units  designated  for  permanent  residency'.  Tlie  Board 
determined  that  such  usage  had  an  adverse  impact  for  tenants  with  long-term  leases,  and  also  took  units  off  the  long 
term  rental  market. 

•  In  May  1998,  the  Board  amended  the  Rent  Ordinance  to  allow  general  obligation  bond  passthroughs  (File  98-052 1 ) 
for  San  Francisco's  landlords.  This  legislation  allows  landlords  who  incur  property  tax  increases  resulting  from 
repayments  of  bonds  approved  by  voters  between  November  1996  and  November  1998,  to  pass  these  increases  to 
their  tenants,  under  certain  conditions. 

•  This  past  July,  the  City  enacted  OMI  legislation  (Ordinance  98-0805)  which  revised  the  original  OMI  moratonum 
approved  by  the  Board  last  December  by  adding  procedures  enabling  landlords  to  verify  or  dispute  claims  of 
protected  status  made  by  qualifying  senior,  disabled  and  catastrophicaHy-ill  tenants  facing  OMI  evictions.  On 
August  10,  1998,  a  local  Municipal  Court  judge  upheld  this  ordinance  in  a  case  involving  an  eviction  dispute 
between  a  property  owner  and  an  elderly  tenant. 


Regulation  of  OMI  Evictions  in  Other  Jurisdictions: 
•    New  York  Rent  Stabilization  Law 

According  to  the  New  York  Rent  Stabilization  Association,  evictions  based  on  occupancy  by  the  owner  or  the  owner's 
relatives  are  generally  permitted  by  the  Rent  Stabilization  Lav/  when  the  tenant's  lease  expires  m  the  City  and  State  of 
New  York.  However,  current  law  prohibits  evictions  of  seniors  who  are  62  years  or  older  with  occupancy  of  20  or  more 
years,  and  disabled  individuals  living  in  rent-controlled  or  rent  stabilized  units. 
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In  New  York  City  (NYC),  provisions  of  the  Rent  Stabilization  Law  prohibit  an  owner  from  evicting  a  senior  or  disabled 
tenant  from  a  rent  stabilized  apartment,  unless  a  comparable  or  superior  unit  can  be  located  in  the  same  or  lower 
regulated  rent  nearby  in  the  area. 

Outside  NYC,  tenants  living  in  rent  stabilized  or  rent  confrolled  units  cannot  be  evicted  if  one  or  more  of  the  tenants  is  a 
senior  who  is  62  years  or  older,  or  is  disabled,  or  has  maintained  occupancy  in  the  building  for  20  years  or  more. 

When  an  eviction  is  permitted  under  the  Rent  Stabilization  Law,  only  one  of  the  individual  ovmers  can  recover 
possession  of  the  unit  for  personal  use  and  occupancy,  even  if  that  owner  has  partial  or  full  ownership  of  that  building.  If 
the  vacated  unit  is  not  used  by  the  owner  or  the  ovmer's  family  as  their  primary  residence  for  three  continuous  years,  the 
owner  may  lose  the  right  to  any  rent  increases  for  other  apartments  in  that  building  for  three  years. 

•    Los  Angeles  City  Housing  Law 

In  Los  Angeles,  the  Rent  Stabilization  Ordinance  allows  landlords,  acting  in  good  faith,  to  recover  possession  of  rental 
units  intended  for  occupancy  by  the  landlord  or  the  landlord's  relatives.  However,  landlords  must  provide  relocation 
assistance  to  qualifying  tenants  evicted  for  reasons  of  owner  or  relative  occupancy.  These  eligible  and  qualified  tenants 
include  seniors  who  are  62  years  old  or  older,  disabled  individuals,  or  tenants  with  one  or  more  minor  dependent 
children.  Qualifying  tenants  are  entitled  to  relocation  assistance  of  $5,000,  which  must  be  delivered  to  the  tenant  within 
1 5  days  of  ser\'ing  them  a  written  notice  of  eviction. 

Other  Pending  Actions  -  Proposition  G: 

The  Tenants  Union  is  sponsoring  a  ballot  measure,  Proposition  G,  for  the  November  1998  elections,  that  would  extend 
protections  for  al!  tenants  facing  OMI  evictions  in  San  Francisco.  According  to  the  Tenants  Union,  Proposition  G  would 
also  make  the  current  OMI  moratorium  (Ordinance  98-0805)  which  expires  June  30,  1999,  permanent  legislation 
affecting  senior,  disabled  and  catastrophically-ill  tenants. 

Elements  of  Proposition  G  include: 

1 )  A  requirement  for  landlord  or  relative  move-in  within  3  months  of  an  eviction  and  continuous  occupancy  for  36 
months. 

2)  A  restnction  limiting  evictions  for  relatives  in  buildings  in  which  the  landlord  resides  or  is  trying  to  occupy.  Only 
one  unit  could  be  recovered  for  owner  or  relative  occupancy  in  that  building,  even  if  there  is  more  than  one  landlord. 

3 )  A  prohibition  of  tlie  OMI  eviction  when  a  comparable  unit  becomes  available  prior  to  the  eviction.  A  landlord  would 
also  be  required  to  offer  any  other  available  units  to  tenants  at  rents  comparable  to  those  of  the  original  unit. 

4)  Revising  the  term  spouse  to  include  a  registered  domestic  partner  for  purposes  of  OMI  evictions. 

5)  Making  the  existing  temporary  OMI  moratonum  permanent  legislation  for  long-term  senior,  disabled  or 
catastrophically-iU  tenants. 

Court  Actions  re:  San  Francisco's  OMI  Moratorium: 

After  passage  of  the  OMI  legislation  (Ordinance  482-97)  last  December,  four  landlords  filed  legal  challenges  against  the 
C  ity.  culminating  in  a  California  Superior  Court  ruling  last  April  supporting  the  landlords'  argument  that  the  OMI 
moratorium  was  unconstitutional  and  operated  as  an  unconstitutional  taking.  The  Superior  Court  also  found  that  that  the 
moratonum  deprived  owners  of  their  right  to  enjoy  their  own  property  without  due  process,  and  that  the  Board's  passage 
of  the  OMI  legislation  took  away  the  landlords'  "fundamental  non-economic  property  right"  without  providing  due 
process  protections. 

lollowing  the  Superior  Court  ruling,  the  City  challenged  that  Court's  decision  before  the  San  Francisco  Court  of  Appeal. 
Last  May,  the  Appeals  Court  denied  the  City's  petition  for  a  writ  of  mandate,  and  instead,  ruled  that  the  City's  OMI 
moratonum  did  not  provide  landlords  with  procedures  for  verifying  claims  of  protected  status  made  by  tenants. 
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The  current  OMI  moratorium  addresses  issues  raised  by  the  Appeals  Court  by  providing  clanfying  procedures  for  owners 
who  may  need  to  verify  or  challenge  claims  of  protected  status  made  by  tenants. 

This  August,  a  Municipal  Court  judge  upheld  the  City's  revised  OMI  moratorium  in  a  case  involvmg  an  eviction  of  a 
senior  tenant  by  an  owner  who  wanted  to  move  into  the  tenant's  unit.  Landlords,  including  the  San  Francisco  Apartment 
Association,  have  indicated  that  they  would  seek  to  overturn  the  Court's  recent  decision. 

POLICY  ANALYSIS; 

1.  IS  THERE  A  NEED  FOR  PERMANENT  LEGISLATION  AND  ENHANCED  LEGISLATION 
ADDRESSING  OMI  EVICTIONS? 

The  sponsor  of  this  legislation  states  that  there  continues  to  be  a  housing  crisis  in  San  Francisco,  which  impacts 
tenants  adversely,  as  demonstrated  by  the  following  findings  made  by  the  Board: 

1)  An  increase  in  OMI  eviction  notices  since  January  1,  1996. 

2)  Even  though  seniors  in  San  Francisco  only  comprise  15  percent  of  the  tenant  population  and  maintain,  on 
average,  continuous  tenancies  of  more  than  20  years,  they  receive  between  25  and  30  percent  of  the  Eviction 
Notices. 

3)  Seniors  are  served  OMI  eviction  notices  disproportionately  than  other  groups  and  face  fewer  options  for  locating 
affordable  housing  that  other  tenants. 

4)  Vacancy  rates  in  San  Francisco  are  less  than  1  percent,  and  average  monthly  rent  for  z  vacant  Uvo  bedroom 
apartment  has  increased  to  $1,625. 

Information  released  by  the  Rent  Board  supports  the  sponsor's  claim  of  an  overall  increase  in  OMI  eviction  notices. 
The  Rent  Board  reports  that:  between  March  1995  and  February  1996,  landlords  filed  a  total  of  439  OMI  eviction 
notices;  between  March  1996  and  February  1997,  eviction  notices  had  increased  to  831;  and  between  March  1997  and 
February  1998,  a  total  of  1,253  eviction  notices  had  been  filed  vvith  the  Rent  Board.  According  to  the  Rent  Board,  by 
June  1998,  landlords  had  filed  1,400  OMI  eviction  notices.  These  figures  indicate  that  in  the  past  two  years,  OMI 
evictions  have  increased  substantially  -  by  over  60  percent. 

These  figures  also  indicate  that  between  March  1995  and  February  1996,  average  monthly  OMI  eviction  fihngs  were 
36,  and  in  the  following  year,  the  monthly  average  had  increased  to  approximately  69,  culminatmg  with  a  monthly 
average  of  approximately  104  eviction  filings  by  March  1998.  The  Rent  Board  reports  that  m  the  past  six  months 
following  passage  of  the  OMI  moratorium  legislation  last  December,  the  monthly  average  for  OMI  eviction  notices  filed 
by  landlords  had  increased  to  128.  However,  during  this  period,  legal  challenges  have  prevented  this  legislation  from 
taking  effect,  thus  making  it  difficult  to  fully  assess  the  impact  of  the  OMI  moratonum  on  evictions  based  on  owner  or 
relative  occupancy. 

The  Rent  Board  states  that  it  will  be  hiring  an  individual  who  will  conduct  a  study  of  OMI  evictions  that  have 
occurred  since  passage  of  the  OMI  legislation,  and  will  complete  a  report  on  its  findings  early  next  year.  Additionally, 
an  informal  OMI  Taskforce  which  was  formed  following  passage  of  the  OMI  moratorium  last  year,  has  been  monitonng 
OMI  evictions  and  assessing  the  impact  of  the  moratorium  legislation  on  rentals  affecting  senior,  disabled  and 
catastrophically-ill  tenants.  Once  the  Rent  Board's  smdy  and  findings  of  the  OMI  Taskforce  are  disclosed,  the  Board  of 
Supervisors  would  have  information  on  which  to  base  considerations  for  further  OMI  legislation  when  the  current 
moratorium  expires  next  June.  The  Board  may  then  choose  to  consider  the  data  and  findings  prepared  by  the  Rent  Board 
prior  to  taking  further  action  on  OMI  legislation. 

2.  SHOULD  SAN  FRANCISCO  VOTERS  ,  RATHER  THAN  THE  BOARD,  DETERMINE  TEE  NEED  FOR 
FURTHER  OMI  LEGISLATION? 

As  stated  earlier.  Proposition  G  includes  provisions  similar  to  those  proposed  by  this  legislation  and  in  the  revised 
OMI  moratorium.  If  voters  m  San  Francisco  approve  this  ballot  measure,  landlords  in  San  Francisco  would  not  be  able 
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to  evict  qualifying  tenants  belonging  to  any  of  the  three  protected  classes,  based  on  owner  or  relative  occupancy.  All 
other  tenants  would  be  covered  by  the  same  provisions  found  in  the  proposed  OMI  legislation  -  such  as  those  restricting 
occupancy  of  recovered  units  by  landlords  and  their  relatives,  regulations  on  re-rentals,  relocation  payments,  and 
comparable  units  for  displaced  tenants. 

Since  the  Board  has  passed  various  legislation  affecting  landlords  and  residential  tenants  in  San  Francisco,  the  Board 
could  forego  passage  on  this  proposed  item  -  which  closely  resembles  provisions  in  Proposition  G,  by  letting  voters  in 
San  Francisco  decide  whether  to  adopt  extended  protections  for  tenants  in  residential  housing.  The  City  Attorney's 
Office  states  that  if  voters  approve  this  proposed  ballot  measure,  it  would  become  law,  and  subsequent  actions  to  repeal 
or  modify  it  would  once  again  need  to  be  considered  by  voters  through  a  different  ballot  measure,  whereas  ordinances 
approved  by  the  Board  of  Supervisors  can  be  amended  to  address  problems  related  to  implementation  of  public  policy 
goals. 

3.  DOES  TfflS  LEGISLATION  ADDRESS  LEGAL  ISSUES  THAT  WERE  RAISED  PREVIOUSLY 
REGARDING  OMI  LEGISLATION? 

Landlord  associations  have  challenged  the  existing  OMI  moratorium  on  constitutionality  grounds.  Some,  including 
the  Greater  San  Francisco  Association  of  Realtors  (GSFAR),  have  suggested  that  proposed  provisions  seeking  to  impose 
a  permanent  ban  on  OMI  evictions  for  certain  protected  groups,  would  give  some  tenants  life  estates  over  rental  units, 
and  thus  force  some  owners  to  rent  available  units  only  to  younger  tenants.  It  should  be  noted  however,  that  the  current 
provisions  of  the  OMI  moratorium,  would  only  be  effective  until  next  June,  and  would  conceivably  extend  long-term 
protections  for  qualifying  senior,  disabled  and  catastrophically-ill  tenants  only  if  Proposition  G  or  other  similar 
legislation  seeking  a  permanent  ban  on  OMI  evictions  were  enacted. 

On  issues  of  constitutionality,  the  City  Attorney's  Office  states  that  while  the  City  may  expect  a  challenge  to  the 
constitutionality  of  the  proposed  ordinance,  a  recent  Municipal  Court  ruling  on  August  10,  1998  has  upheld  the  City's 
revised  moratorium;  thereby,  supporting  the  City's  argument  that  the  OMI  moratoriun-i  and  this  proposed  legislation  are 
constitutional. 

4.  WOULD  NEW  REGULATIONS  CURB  THE  PROBLEM  OF  OMI  EVICTIONS? 
*  Timeframes: 

TTie  sponsor  has  amended  occupancy  requires  by  requinng  landlords  or  their  relatives  to  move  into  recovered  units 
within  3  months  of  the  eviction,  and  maintain  occupancy  in  those  units  for  at  least  36  continuous  months,  in  order  to 
discourage  speculation  by  landlords  who  want  to  evict  tenants  who  pay  lower  rents  so  that  they  can  re-rent  the  units  at 
higher  rents  to  other  tenants. 

The  Tenants  Union,  a  tenant  advocacy  group,  states  that  longer  timeframes  are  not  punitive  for  owners,  but  rather  address 
the  intent  of  the  legislation  -  to  discourage  unlawful  evictions  of  seniors. 

Landlord  groups  such  as  the  Coalition  for  Better  Housing  and  GSFAR  argue  that  the  three-year  requirement  is  an 
unreasonably  long  time  for  an  owner  to  be  expected  to  maintain  residence  in  one  unit.  They  add  that  this  requirement  is 
punitive  and  disregards  unforeseen  circumstances  which  can  prevent  a  landlord  from  completing  the  three-year 
occupancy  requirement. 

As  noted  earlier,  the  proposed  amendment  would  extend  the  current  occupancy  requirement  from  12  months  to  3  years. 
While  the  3-month  requirement  v/ould  be  similar  to  New  York  law  which  applies  to  senior  and  disabled  tenants,  the 
legislative  analyst  has  not  been  able  to  ascertain  the  impact  of  extended  timeframes  on  owner  occupancy  evictions  based 
on  New  York's  experience,  in  order  to  establish  a  basis  for  the  City's  adoption  of  this  requirement. 
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In  regulating  occupancy  requirements,  the  Board  could  consider  three  options. 

a)  Firstly,  it  could  continue  using  the  existing  timeframe  of  12  months  provided  in  the  Rent  Ordinance  until  the  Rent 
Board  completes  its  study. 

b)  Secondly,  San  Francisco  could  mirror  New  York's  3-year  occupancy  requirement  which  is  intended  to  discourage 
evictions  motivated  by  real  estate  speculation  by  applying  this  timeframe  to  members  of  protected  groups  only. 

c)  Thirdly,  as  a  way  of  addressing  the  confroversy  in  this  legislation,  the  Board  could  seek  a  compromise  that  breaches 
the  existing  and  proposed  occupancy  timeframes,  by  imposing  a  24-month  occupancy  requirement  for  owners  or 
their  relatives.  Since  various  federal  affordable  housing  programs  impose  occupancy  requirements  for  property 
owners  intending  to  sell  their  properties,  imposing  or  extending  occupancy  terms  under  this  proposed  legislation 
would  not  be  out  of  step  with  other  actions  that  are  routinely  undertaken  m  the  residential  housing  industry. 

•  Ownership  restrictions: 

Most  tenancies-in-common  are  usually  held  in  smaller  properties  of  two  to  four  units,  with  each  ov^ner  usually  holding  a 
25  percent  interest  in  the  property.  The  sponsor  states  that  the  50  percent  requirement  for  ownership  of  properties 
acquired  after  July  1,  1997  was  added  to  ensure  that  a  tenancy-in-common  held  m  a  building  with  multiple  owners  is  not 
used  to  evade  laws  against  unlawful  OMI  evictions. 

The  Tenants  Union  states  that  the  50  percent  ovmership  requirement  is  necessary  to  prohibit  evictions  motivated  by 
speculation,  as  may  occur  in  cases  involving  tenancies-in-common. 

GSFAR  states  that  increasing  the  ovraership  percentage  to  50  percent  would  adversely  impact  the  real  estate  market  by 
preventing  renters  from  becoming  property  ovmers  through  tenancies-in-common,  which  offer  an  affordable  means  for 
individuals  to  become  property  owners.  Additionally,  making  the  amendments  retroactive  to  July  1 ,  1 997.  would  create  a 
hardship  for  ovmers  who  have  already  acquired  properties  for  purposes  of  forming  tenancies-m-common. 

Since  the  current  OMI  legislation  already  imiposes  a  25  percent  ovmership  restriction  on  property  acquired  after  Februar>- 
1991,  if  the  Board  were  to  approve  the  proposed  amendments,  ov^ers  who  acquired  their  properties  after  July  1 .  1997 
would  be  restricted  by  the  50  percent  ownership  requirement  -  a  requirement  they  were  not  previously  aware  of  when 
they  initially  acquired  their  properties.  In  addition,  this  requirement  may  be  construed  as  a  "taking."  Instead,  the  Board 
may  consider  eliminating  this  requirement,  and  if  findings  indicate  a  significant  increase  m  evictions  by  tenancies-in- 
common,  consider  imposing  the  50  percent  requirement  based  on  a  recommendation  by  the  Rent  Board. 

•  Locating  Comparable  Units 

The  proposed  legislation  prohibits  tenant  evictions  if  any  comparable  unit  owned  by  the  landlord  is  vacant  and  available 
prior  to  the  tenant's  vacation  of  the  unit.  In  contrast,  current  provisions  in  the  Rent  Ordinance  require  owners  to  provide 
comparable  units  in  the  same  building  occupied  by  the  tenant.  Landlord  groups  oppose  this  proposed  provision  by 
maintaining  that  it  violates  the  rights  of  owners  to  reside  in  units  of  their  choice  and  in  buildings  of  their  choice. 

Additionally,  the  Rent  Board  would  be  required  not  only  to  record  evictions  filed  by  owners,  but  would  also  need  to 
maintain  a  database  of  other  residential  properties  owned  by  landlords.  The  Rent  Board  states  that  whi  le  it  has  not 
determine  the  fiill  impact  of  this  action,  it  does  not  expect  this  additional  function  to  burden  its  operations. 

In  terms  of  finding  comparable  units,  in  a  tough  rental  market  of  high  rents  and  vacancy  rates  that  are  less  than  1  percent, 
it  may  not  be  feasible  for  displaced  tenants  to  find  placement  in  comparable  units,  without  having  to  incur  higher  rental 
costs  for  those  replacement  units.  Under  those  conditions,  tenants  with  limited  income  may  therefore,  face  financiai 
hardship  even  when  landlords  are  able  to  provide  them  with  alternative,  but  more  costly,  housing. 
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•  Right  to  Re-rental 

Proposed  pro\  isions  require  that  if  owners  or  their  relatives  do  not  maintain  occupancy  of  the  vacated  units  during  the 
three-year  period  following  the  tenant's  eviction,  that  unit  shall  be  offered  to  the  displaced  tenant  first  for  re-rental  at  an 
amount  that  would  have  been  paid  by  the  displaced  tenant  if  occupancy  had  continued. 

Currently,  the  Rent  Ordinance  provides  re-rental  rights  for  tenant  displacements  resulting  from  temporary  evictions  in 
order  for  a  landlord  to  complete  capital  improvements.  Re-rental  rights  are  also  provided  under  "Ellis  Act"  evictions 
when  landlords  remove  units  permanently  from  residential  housing.  Under  these  two  circumstances,  owners  must  first 
offer  available  units  to  displaced  tenants  when  notified  by  those  tenants  in  writing  of  their  desire  to  re-rent  units,  and  the 
offer  could  be  valid  for  10  years  following  vacancy  of  units  by  tenants  whenever  a  unit  is  available  for  rent  or  lease. 

Inclusion  of  this  provision  in  the  proposed  legislation  would  not  be  incompatible  with  other  re-rental  provisions 
contained  in  the  Rent  Ordinance.  However,  it  may  not  be  feasible  for  landlords  to  locate  tenants  once  they  have  vacated 
those  units.  This  provision  could  be  improved  by  stating  that  tenants  may  also  access  the  Rent  Board's  database  to  check 
the  vacancy  status  of  units  owned  by  their  former  landlords. 

•  Terms  of  Relocation  Costs 

Proposed  provisions  state  that  displaced  tenants  who  had  previously  occupied  buildings  with  2  or  more  units 
continuously  for  at  least  12  months,  would  be  eligible  for  relocation  payments  of  $1,000.  The  Rent  Board  states  that 
currently,  relocation  costs  are  restricted  to  "Ellis  Act"  evictions  affecting  low-income  tenants,  and  payments  are  based  on 
unit  size  as  follows:  $1 ,500  for  a  studio,  $1,750  for  a  one-bedroom,  and  $2,500  for  two  or  more  separate  bedrooms. 

In  addition,  the  Rent  Ordinance  permits  relocation  payments  for  temporary  evictions  based  on  capital  improvements. 
The  Rent  Board  states  that  landlords  are  required  to  pay  up  to  $1,000  per  tenant  for  actual  move  in  expenses  and  rent 
differentials  for  the  duration  of  the  tenant's  displacement. 

Other  relocation  payments  are  provided  through  Section  50072  of  the  California  Health  and  Safety  Code  which  qualifies 
displaced  seniors  who  are  at  least  62  years  of  age  or  disabled  individuals  for  relocation  payments  of  $3,000,  under  "Ellis 
Act"  conditions. 

Tenant  groups,  such  as  the  Asian  Law  Caucus,  have  challenged  the  basis  for  the  $  1 ,000  proposed  payment,  and  stated 
that  it  is  an  unrealistic  figure  given  the  high  cost  of  apartment  rentals  in  San  Francisco,  and  since  some  landlords  are 
already  offering  tenants  higher  relocation  payments  on  a  voluntarily  basis. 

Landlords  state  that  the  relocation  costs  proposed  in  this  legislation  are  arbifrary.  In  addition,  an  owner  should  not  be 
responsible  for  unrelated  costs  incurred  by  renters  during  relocation. 

Since  State  law  already  allows  landlords  to  charge  an  equivalent  of  2  months  rent  as  security  deposit  in  addition  to  the 
first  month's  rent,  the  proposed  relocation  payment  of  $1,000  would  be  significantly  less  than  the  state-permitted 
payment.  In  addition,  given  high  rental  costs  in  San  Francisco,  most  tenants  would  be  unable  to  use  the  $1,000  payment 
to  secure  new  housing.  The  Board  may  consider  raising  the  relocation  costs  to  an  amount  equal  to  that  required  for  "Ellis 
Act"  evictions  or  use  existing  guidelines  provided  by  the  State. 
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OPTIONS; 

1.  Approve  the  ordinance  as  proposed  to  protect  tenants  from  evictions  based  on  owner  or  relative  move-in  reasons. 

2.  Amend  the  ordinance  as  follows: 

a)  Clarify  the  language  in  the  findings  and  title  section  of  the  legislation  to  indicate  that  provisions  would  affect  all 
residential  tenants,  and  not  just  senior  tenants. 

b)  Occupancy  timeframes: 

i)  Use  the  existing  timeframe  of  12  months  provided  in  the  Rent  Ordinance  until  the  Rent  Board  completes  its 
study. 

ii)  Mirror  New  York's  3-year  occupancy  requirement  in  order  to  discourage  evictions  motivated  by  real  estate 
speculation.  However,  the  extended  timeframes  could  apply  to  members  of  protected  groups  only. 

iii)  Seek  a  compromise  that  breaches  the  existing  and  proposed  occupancy  timeframes,  by  imposing  a  24-month 
occupancy  requirement  for  owners  or  their  relatives. 

c)  Avoid  adverse  impacts  to  landlords  whose  properties  were  acquired  after  July  1,  1997  by: 

i)  imposing  the  50  percent  requirement  on  the  date  that  this  legislation  is  passed,  if  there  is  demonstrable  evidence 
of  increased  evictions  from  tenancies-in-common. 

ii)  Retain  current  ownership  requirements  of  10  and  25  percent,  until  review  of  the  impact  of  tenancies-in-common 
on  rental  housing. 

iii)  Eliminate  ownership  restrictions  on  residential  property  altogether  and  allow  owners,  regardless  of  percentage  of 
ownership,  to  pursue  OMI  evictions  permitted  under  regulations  of  the  Rent  Ordinance. 

d)  Provide  a  basis  for  imposing  relocation  costs,  either  by  adopting  the  State's  requirements,  or  based  on  a\  erage  mo\  e- 
in  costs  for  renters  in  San  Francisco,  which  include  first  and  last  month's  rent  as  security  deposit  and  first  mon.'/s 
rent. 

e)  Clarify  the  language  in  the  legislation  to  indicate  whether  relocation  costs  would  be  paid  to  each  tenant  or  to  each 
unit  regardless  of  the  number  of  tenants  occupying  that  unit. 

3.  Allow  the  proposed  legislation  to  be  considered  by  voters,  and  not  the  Board  of  Super/isors,  regarding  the  necessity 
of  extending  protections  for  renters  facing  OMI  evictions  m  San  Francisco. 

4.  Extend  the  OMI  moratorium  to  3  years  to  fully  assess  the  impact  of  the  legislation  on  San  Francisco's  rental  housing 
affecting  senior,  disabled  and  catasfrophically-ill  tenants. 

5.  Do  not  approve  the  proposed  ordinance  until  the  Rent  Board  releases  its  findings  and  recommendations.  This  means 
that  residential  tenancies  in  San  Francisco  would  be  regulated  through  existing  provisions  in  the  Rent  Ordinance. 
Qualifying  senior,  disabled  and  catasfrophically-ill  tenant  would  be  protected  from  evictions  through  the  temporan,' 
OMI  moratorium  which  remains  in  effect  until  June  30,  1999,  unless  modified  by  any  subsequently  enacted 
legislation. 


[Prepared  by  Clarice  Duma,  Legislative  Analyst  (415/  554-7782)] 
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LEGISLATIVE  ANALYSIS 

Committee  Hearing:    Board  of  Supervisors,  September  14,  1998 
File  Number:  Urban  Forestry  -  Street  Tree  Removal  (File  98-099 1 ) 

Street  Tree  Removal  Appeal  Fee  (File  98-0992) 
Tree  Removal  From  City  Property  (File  98-0993) 
Street  Tree  Removal  in  Port  Jurisdiction  (File  98-0994) 
Origin:  Supervisor  Katz 

Summary  of  Proposed  Ordinances: 

•  Urban  Forestry  -  Street  Tree  Removal  (File  98-0991) 

The  proposed  legislation  amends  the  Urban  Forestry  section  of  the  Public  Works  Code 
to  expand  the  current  notification  procedure  for  removal  of  street  trees  by  DPW.  It 
extends  notifications  regarding  tree  removals  to  residents  living  on  or  across  the  block 
in  which  the  affected  tree  is  located  and  to  other  interested  organizations  that  are 
registered  with  DPW.  The  period  for  appealing  such  removals  is  extended  from  10 
days  to  30  days,  except  for  hazardous  or  "nuisance  trees"  which  would  have  a  notice 
period  of  15  days  prior  to  removal.  This  proposed  legislation  also  provides  a  right  to 
appeal  a  decision  by  DPW's  Director  to  the  Board  of  Appeals.*  It  also  provides  for 
notification  and  enforcement  against  any  violations  of  the  Urban  Forestry  Code. 

•  Street  Tree  Removal  Appeal  Fee  (File  98-0992)* 

This  pioposed  measure  amends  Section  8  Part  III  of  the  San  Francisco  Revenue  and 
Finance/Business  Regulations  to  establish  a  fee  of  $75  for  filing  an  appeal  with  BOA 
from  the  decision  of  the  Director  of  DPW  regarding  the  removal  of  a  street  tree  by  a 
City  agency,  commission,  or  department.  Currently  the  fee  for  appeals  is  $200.  This 
legislation  also  sets  timeframes  for  appeals  heard  by  the  Board  of  Appeals  -  requiring 
that  hearings  be  held  within  30  days  of  filing  an  appeal  for  cases  involving  ten  or  more 
trees,  and  up  to  45  days  for  cases  involving  less  than  ten  trees. 

•  Tree  Removal  from  City  Property  (File  98-0993)  and  in  Port  Jurisdiction  (File 
98-0994) 

These  resolutions  urge  City  agencies,  commissions,  departments  and  the  Port 
Commission  to  adopt  notice  procedures  for  the  removal  of  trees  that  are  visible  from 
the  public  right-of-way,  and  to  submit  reports  describing  their  compliance  methods  to 
the  Commission  of  the  Environment. 


-  ^  ^o/ViENTS  DEI 

C::  3  0  1998 

SAN  FRANCISCO 
P'JOi-  'C  LIBRARY 


Background: 

The  Department  of  Public  Works  (DPW)  maintains  24,000  of  the  City's  82,000  public  trees. 
According  to  DPW,  street  trees  in  San  Francisco  have  a  life  expectancy  of  20  to  30  years  as  a 
result  of  exposure  to  adverse  soil  and  climatic  conditions.  DPW  states  that  it  typically 
maintains  public  trees  three  to  four  times  over  a  20-year  period.  When  these  trees  begin  to 
decline  or  pose  a  hazard,  this  department  removes  or  replaces  them.  DPW  estimates  that  it 
conducts  two  to  three  non-emergency  removals  of  public  trees  per  month  -  in  addition  to  tree 
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removals  involving  major  capital  projects,  and  generally  holds  one  public  hearing  per  month 
on  all  street  tree  removal  requests  citywide.  When  a  tree  is  posted  for  removal,  the  public 
may  request  a  hearing  with  the  Director  to  protest  such  action.  Currently,  it  could  take  up  to 
30  to  60  days  for  a  non-emergency  tree  to  be  removed  -  i.e.  up  to  30  days  for  public 
notification  and  another  30  days  to  hear  an  appeal  with  DPW.  Currently,  the  decisions  of  the 
Director  of  DPW  are  final  and  non-appealable  for  cases  involving  DPW-maintained  trees. 
Privately-maintained  trees  that  are  located  in  DPW's  jurisdiction  may  be  appealed  to  the 
Board  of  Appeals,  which  hears  approximately  2  to  3  such  cases  annually. 

*  The  sponsor's  office  has  informed  the  Office  of  the  Legislative  Analyst  that  an 
amendment  will  be  introduced  on  Monday,  September  14,  1998,  deleting  the  expanded 
appeal  process  to  BOA,  and  leaving  the  appeal  process,  as  it  currently  stands,  with  the 
Director  of  DPW  whose  decision  will  be  final  and  non-appealable. 

Tree  Removals  in  the  City  of  Berkeley 

The  City  of  Berkeley's  Forestry  Division  maintains  and  protects  all  public  trees.  According  lo 
the  Forestry  Division,  removals  are  generally  targeted  at  "undesirable  trees"  which  are  either 
75  percent  or  more  dead,  bear  structural  damage  or  have  root  problems.  Prior  to  removal,  the 
Forestry  Division  sends  public  notices  to  residents  living  in  the  vicinity  of  the  affected  tree. 
Even  though  public  notices  for  tree  removals  are  posted  for  at  least  2  weeks,  the  Forestry 
Division  generally  takes  30  to  60  days  to  remove  a  non-emergency  tree  following 
notification.  The  Forestry  Division  states  that  Berkeley  does  not  receive  many  appeals 
protesting  tree  removals.  Most  public  complaints  are  either  addressed  by  telephone  or 
referred  to  the  City  Attorney's  Office  for  resolution. 

Policy  Issues: 

1.  Would  an  extended  posting  period  increase  public  awareness  regarding  tree 
removals? 

Environmental  groups  such  as  the  Sierra  Club,  San  Francisco  Beautiful,  and  the  San 
Francisco  Tree  Council  support  the  proposed  30-day  posting  timeframe  because  it 
would  provide  the  public  with  sufficient  notification  regarding  tree  removals. 

The  Inner  Mission  Neighborhood  and  the  24th  Street  Revitalization  Committee  belie\  e 
an  extended  timeframe  is  unnecessary  and  ignores  other  neighborhood  concerns,  such 
as  public  safety,  if  trees  are  considered  to  block  street  lighting. 

DPW  states  that  it  has  already  adopted  a  policy  for  posting  tree  removals  for  a  30  day 
period  and  placing  notification  in  the  entire  block  in  which  the  affected  tree  is  located. 
The  proposed  provisions  extending  the  posting  period  to  30  days,  and  expanding 
public  notification  to  residents  living  in  the  vicinity  of  the  affected  tree  and  to  other 
interested  organizations  registered  with  DPW  would  then  not  be  introducing 
significant  changes  to  DPW's  existing  policies. 

2.  Would  an  expanded  appeal  process  prevent  unnecessary  removals? 

Currently,  appeals  for  trees  that  are  under  DPW's  jurisdiction  are  heard  by  the  Director 
of  DPW.  This  legislation  allows  projects  involving  more  than  10  trees  to  be  appealed 
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to  BOA  within  a  10  to  30-day  period  and  smaller  projects  to  be  heard  within  10  to  45 
days  following  the  filing  of  an  appeal. 

Tree  removals  and  plantings  by  other  City  departments  are  currently  appealable  before 
the  Board  of  Appeals  (BOA).  BOA  states  that  it  also  schedules  approximately  2  to  3 
public  hearings  annually  for  tree  removals  and  replacements  involving 
publicly-maintained  trees  located  in  DPW's  jurisdiction.  Once  an  appeal  has  been  filed, 
it  takes  BOA  approximately  four  to  six  weeks  to  schedule  a  hearing,  and  ten  days 
thereafter  to  render  a  decision. 

DPW  believes  that  extending  the  appeal  process  to  BOA  could  delay  projects  that 
require  tree  removal  and  subsequently,  create  additional  costs.  Since  most  projects 
already  undergo  extensive  review  through  either  Environmental  Impact  Review  or 
other  departmental  review  processes,  DPW  argues  that  it  would  be  unnecessary  to  add 
another  level  of  review  to  this  legislation. 

The  Sierra  Club  and  the  San  Francisco  Tree  Council  advocate  extending  appeals  to  an 
independent  agency  such  as  BOA  that  would  review  cases  involving  DPW's  trees,  thus 
preventing  DPW  from  evaluating  its  own  cases.  San  Francisco  Beautiful,  the  Inner 
Mission  Neighborhood  and  the  24th  Street  Revitalization  Committee  argue  that 
extending  the  appeals  process  to  BOA  adds  another  layer  of  bureaucracy  which  could 
stall  development  projects  that  involve  tree  removals,  and  prevent  neighborhoods  from 
addressing  other  needs,  such  as  economic  development  and  public  safety. 

3.  Is  the  Board  of  Appeals  equipped  to  hear  appeals  on  DPW  tree  removals? 

The  Board  of  Appeals  (BOA)  has  indicated  that  it  generally  receives  240  appeals 
annually  on  various  permit  issues,  including  those  related  to  DPW's  trees.  According  to 
BOA,  this  legislation  would  then  not  create  a  new  role  for  the  Appeals  Board  which 
already  considers  approximately  2  to  3  cases  per  year  appealing  the  removal  and 
replacement  of  privately-maintained  trees  that  are  in  DPW's  jurisdiction.  BOA  states 
that  it  would  be  able  to  handle  an  increased  workload  of  less  than  50  appeals  per  year 
that  would  be  generated  through  this  legislation.  However,  if  the  number  of  appeals 
were  to  exceed  50  cases,  the  Appeals  Board  would  be  "hard  pressed"  to  address  this 
additional  workload. 

BOA  has  indicated  that  the  proposed  legislation  should  also  provide  criteria  and 
guidelines  for  reviewing  tree  removal  cases.  In  the  past,  BOA  has  generally  allowed 
removal  and  replacement  of  old  trees  with  more  appropriate  species,  and  expects  to 
continue  allowing  replacements  if  testimony  indicates  that  the  tree  in  question  poses  a 
hazard,  clogs  a  sewer  line,  or  damages  a  pavement,  and  that  the  replacement  would  not 
create  similar  problems. 

Since  this  legislation  does  not  indicate  what  criteria  BOA  would  use  to  review  tree 
removal  cases,  and  that  BOA  operates  as  a  general  permit  appeals  agency  that  does  not 
address  tree  appeals  exclusively,  it  is  not  clear  whether  this  agency  would  ha\  e  the  full 
capacity  to  effectively  arbitrate  DPW-related  cases  involving  tree  remo\  als. 
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4.  Potential  effect  of  proposed  legislation  on  development  projects? 

Passage  of  this  legislation  could  impact  development  projects  which  involve  the 
removal  of  public  trees  that  are  under  DPW's  jurisdiction  by  delaying  or  changing 
plans  if  appeals  are  filed  regarding  those  trees.  The  24th  Street  RevitaH/.ation  project 
which  seeks  the  removal  of  180  ficus  trees,  and  the  Davis  Street  project  involving  over 
20  trees  are  examples  of  projects  which  could  be  affected  by  the  provisions  of  this 
legislation. 

The  Inner  Mission  Neighborhood  and  the  24th  Street  Revitalization  Committee  oppose 
the  extended  timeframes  and  appeal  procedure  proposed  under  this  legislation.  The>- 
argue  that  these  provisions  would  impact  communities  adversely  by  creating  a  layer  of 
bureaucracy  which  compromises  revitalization  projects  needed  by  residents  to  improve 
their  neighborhoods.  The  24th  Street  Revitalization  Committee  suggests  that,  rather 
than  proposing  a  citywide  tree  removal  policy,  the  City  should  allow  neighborhoods  to 
develop  their  own  tree  removal  and  replacement  policies  which  are  compatible  with 
the  needs  of  their  communities. 

The  extended  timeframes  would  address  the  concerns  of  environmental  groups  and 
other  members  of  the  public  who  argue  that  the  ten-day  notification  period  is  not 
sufficient  to  make  the  public  aware  of  pending  tree  removals.  However,  extending  the 
appeal  process  to  BOA  could  take  development  projects  approximately  30  to  90  days 
before  tree  removals  can  occur  -  i.e.  30  days  for  public  notification,  30  days  for  an 
appeal  to  DPW,  and  another  30  days  for  an  appeal  to  BOA. 

Options: 

The  Board  may  want  to  consider: 

1 .  Amending  this  legislation  to  reduce  potential  time  delays  by  placing  the  appeal  process 
solely  in  the  purview  of  BOA  or  some  other  qualified  City  agency.  That  means  DPW 
would  not  be  "policing"  its  own  cases,  but  an  independent  and  objective  body  would 
be  reviewing  cases  involving  tree  removals  to  enable  appeals  to  be  heard  within  60 
days,  rather  than  the  proposed  90-day  timeframe. 

2.  Amending  the  legislation  by  directing  a  workgroup  comprised  of  representati\  es  from 
DPW,  BOA,  environmental  groups,  neighborhood  associations,  and  merchants 
associations  to  develop  a  set  of  criteria  and  guidelines  for  review  of  remo\'al  or 
non-removal  of  street  trees  by  the  Board  of  Appeals  or  another  qualified  City  agency. 

[Prepared  by  Clarice  Duma,  Legislative  Analyst  (415/  554-7782)] 
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Economic  Development,  Transportation  &  Technology  -  September  15,  1998 
98-0612  Minority/jWomen/Local  Business  Utilization  Ordinance 
Supervisor  Brown,  Human  Rights  Commission 


Proposed  Action: 

This  ordinance  provides  for  continuation  and  modification  of  the  City's  local,  minonty  and  women  owned 
businesses  procurement  and  contracting  program.  The  ordinance  requires  contract  awarding  departments  to 
discount  bids  by  up  to  10%  to  firms  that  are  at  least  51%  women  and  minority  owned  firms.  Local  business 
enterprises  can  receive  5%  discounts  on  bids.  Proposed  modifications  to  the  program  include: 

1.  Extending  minority  classification  to  Arab  Americans  and  Native  American  Indians. 

2.  Limiting  gross  annual  receipts  of  S3. 5  million  to  trucking  businesses  covered  by  the  ordinance. 

3.  Allowing  discretionary  approval  by  the  Director  of  the  Human  Rights  Commission  for  contract  amendments 
that  increase  contracts  of  at  least  550,000  by  more  than  20%  in  order  to  correct  practices  that  exclude 
MBEAVBE  contractors. 

4.  Requiring  a  hearing  before  a  committee  of  the  Board  when  the  HRC  determines  that  a  department  head  has 
intentionally  disregarded  the  performance  obligations  under  this  ordinance. 

The  ordinance  makes  extensive  findings  of  imderutilization  and  a  disparity  based  on  the  number  of  minority, 
women  and  local  business  enterprises  that  are  available  to  contract  with  the  City. 

The  ordinance  would  take  effect  November  1,  1998  and  expire  on  June  30,  2003. 


The  current  MBEAVBE  contracting  ordinance  sunsets  October  31,  1998.  The  City  has  provided  bid  discounts 
(formerly  preferences)  to  MBE  and  WBE  contractors  since  1984.  The  Human  Rights  Commission  is 
responsible  for  certifying  quaHfying  firms  for  this  program  and  for  monitoring  compliance  by  departments. 
Although  no  summary  has  been  prepared  on  the  impacts  and  benefits  of  the  program  over  the  past  1 5  years,  the 
HRC  states  that  signifi.cant  contracting  gains  have  been  made  for  many  MBE/^vVBE  firms. 

Methodology 

The  Crosan  decision  in  1989  as  well  as  other  court  decisions,  require  the  City  to  narrowly  tailor  programs  to 
remedy  idenfified  discriminadon  and  to  not  construe  the  remedies  so  broadly  that  they  do  not  relate  to  specific 
instances  of  discriminafion.  The  Crosan  decision  required  but  did  not  limit  evidence  of  discnmination  to 
empirical  data.  The  HRC  has  determined  that  despite  the  increases  in  the  number  and  dollars  in  contracts, 
underutilization  and  disparate  impacts  exist  for  MBEAVBE  contractors  within  the  City.  Tnis  determination  was 
based  on  two  reports  that  examined  the  availability,  utilization  and  disparities  in  treatm.ent  among  contracting 
firms.  The  Disparity  Study  conducted  by  Mason  Tillman  Associates  evaluated  data  for  the  penod  July  1.  1992 
to  June  30,  1995.  The  report  provides  a  breakdown  by  type  of  firm  (construction,  architecture  and  engineenng. 


Background: 
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professional  sen'ices  and  suppliers  of  goods)  and  by  utilization  in  each  City  department.  That  study  found 
underuiilization  of  several  minority  groups  and  women  businesses  and  found  statistical  evidence  of 
discnminaiion  for  groups  as  found  in  the  table  below.  A  study  conducted  by  the  Human  Resources  Commission 
on  data  for  calendar  years  1996  and  1997,  shows  underutilization  of  most  groups.  HRC  did  not  test  the  data  for 
statistical  significance  because  for  some  groups  the  numbers  were  too  small  to  measure  reliably. 


Disparity  Study  Findings  of  Statistical  Evidence  of  Discrimination  1992-1995 


-5500,000 

Architects  and  Engineers 

<S500,000 

Professional  Services 
<$500,000 

Purchasing  of  Goods 
<$500,000 

-5500,000 
Airuwi  American 
Af\ih  American 
.Wnive  American 
Asian  American 

none  identified 

>$500,000 
Latino  American 

Caucasian  Female  Business 
>$500,000 

All  Minority  Businesses 
Female  Businesses 

Asian  American  Business 
Caucasian  Female 

>$500,000 

All  Minority  Businesses 
Female  Businesses 

Policy  Issues 

The  Human  Rights  Commission  believes  that  significant  improvements  have  been  made  in  the  utilization  of 
MBE/^'BE/LBE  contractors  in  the  last  15  years.  However  they  continue  to  find  that  utilization  does  not  match 
the  availability  of  the  firms  that  have  been  certified  by  HRC.  In  addition  HRC  believes  that  the  ordinance  needs 
to  be  modified  to  include  additional  ethnic  groups  and  more  direct  oversight  of  department  contract 
administration  by  the  HRC.  The  poHcy  issues  discussed  in  this  report  only  address  proposed  modifications  to 
the  existing  program. 

\V  hat  should  be  included  as  Findings"  to  support  the  ordinance? 

The  ordinance  contains  an  extensive  list  of  findings  to  demonstrate  the  need  for  this  program.  Typically 
findings  should  be  used  to  explain  the  need  for  legislation.  In  this  case,  findings  may  also  suppon  the  City 
against  any  challenges  to  the  ordinance.  The  findings  should  be  accurate  based  on  the  data  presented  and  be 
relevant  to  the  intent  of  the  ordinance.  There  are  several  findings  in  the  proposed  legislation  that  are 
superfluous  or  inconsistent  with  Board  policy.  The  Board  may  want  to  consider  the  value  and  strength  of 
following  findings  and  statements  and  modify  or  eliminate  them: 

1 .  Throughout  the  ordinance  there  are  specific  references  and  attributions  to  City  Mayors  regarding  MAVBE 
iniplcmentalion  and  program  outcomes.  It  may  not  be  accurate  to  attribute  the  success  or  failure  of  these 
provisions  to  one  individual.  In  addition  ordinances  adopted  by  the  Board  typically  do  not  name  specific 
elected  otTicials  by  name. 

2.  The  findings  state  that  HRC  has  been  inadequately  funded  and  infers  that  the  budget  should  be  higher  than 
Animal  Control  and  the  Art  Commission.  It  is  unclear  how  a  finding  comparing  department  budgets 
strengthens  the  need  for  this  ordinance.  Adoption  of  findings  stating  that  the  HRC  is  underfunded  and 
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therefore  not  as  effective,  conflicts  with  statements  made  by  HRC  regarding  the  success  of  the  ordinance. 
Including  a  statement  concurring  that  HRC  is  currently  underfunded  suggests  that  the  Board  does  not  want 
adequate  enforcement  of  the  ordinance.  These  findings  do  not  appear  to  strengthen  the  need  for  the 
ordinance  and  could  lead  one  to  believe  that  if  monitoring  by  HRC  was  improved,  there  would  be  no  need 
for  the  bid  discount  provisions  of  the  ordinance.  (Findings  #6  &  9) 

Should  additional  ethnic  and  racial  groups  be  included  and  on  what  basis? 

The  proposed  ordinance  would  extend  minority  business  status  to  firms  owned  by  Arab  .Ajnericans  and  Xati\  e 
Americans.  These  groups  were  considered  for  inclusion  following  public  testimony  by  .Arab  .-Vmericans  and 
Native  Americans  Indians.  The  anecdotal  statements  contained  in  the  reports  reveal  that  both  groups  find  that 
they  are  often  not  awarded  contracts  because  they  are  not  eligible  for  minority  business  status  and  therefore 
cannot  assist  departments  or  prime  contractors  in  meeting  their  M/WBE  goals.  The  historic  analysis  in  the 
q  Mason  Tillman  report  points  to  the  economic  disadvantage  that  American  Indians  have  suffered  as  the  result  of 
j  federal  policies.  The  report  indicates  that  Arab  Americans  have  experienced  discnmination  as  a  result  of 
;  MiddleEast  conflicts.  The  Mason  Tillman  study  did  find  underutilization  and  statistical  disparity  in  the  use  of 
certain  types  of  Arab  American  and  Native  American  businesses. 

The  United  States  Census  Bureau  and  the  Office  of  Management  and  Budget  recently  reviewed  inclusion  of 
new  ethnic  and  racial  groups  in  Census  coliecfion  and  reporting.  Under  consideration  were  additional 
categories  for  persons  of  Arab/Middle  Eastern  descent,  Cape  Verdeans,  and  Creoles.  The  research  undertaken 
found  that  there  was  no  one  comjnon  identity  for  the  Arab/Middle  Eastern  population.  However  further 
research  was  recommended  to  determine  how  to  categorize  this  group  ethnically.  The  Arab  .\mencan  Institute 
in  Washington  D.C.  had  proposed  a  definition  that  included  all  Middle  Eastern  and  North  Afiican  peoples, 
similar  to  how  the  Asian  American  category  is  identified  in  the  Census.  The  proposed  definition  in  the  San 
Francisco  ordinance  is  persons  with  ancestry  from  a  member  country  of  the  League  of  Arab  States.  The  U.S. 
Census  lumps  Native  Americans  into  a  categor>'  with  Pacific  Islanders,  a  practice  which  is  now  bemg  changed. 

Before  extending  the  ordinance  to  new  minority  groups,  the  Board  may  want  to  determine  whether  other 
geographic  or  linguistic  populations,  particularly  immigrant  populafions,  experience  similar  discnmination  in 
business  contracting.  A  broader  review  of  the  scope  and  extent  of  contract  problems  for  several  groups  may 
help  identify  where  actual  discrimination  is  occurring.  According  to  the  Aiab  American  Institute,  San 
Francisco  would  be  the  only  City  which  has  included  Arab  Americans  within  minority  business  programs 
although  at  least  one  State  has  begun  collecting  demographic  information  on  this  group. 

Do  the  new  procedures  for  making  contract  amendments  and  change  orders  create  problems  for 
Departments? 

The  current  ordinance  requires  contract  awarding  authorities  to  notify  the  HRC  of  all  contract  amendments  and 
change  orders  that  cumulatively  increase  or  decrease  the  contract  by  more  than  10  percent.  .Additionally  the 
av/arding  authority  is  required  to  comply  with  the  MBE.'WBE  provisions.  In  other  words  the  goals  set  for  each 
contract  must  be  maintained  despite  changes  that  may  require  a  change  in  a  sub-contractor  or  even  a  pnm.e 
contractor. 

The  new  provisions  would  subject  to  approval  by  the  Director  of  the  Human  Rights  Commission  for 
MBEAVBE/LBE  purposes,  those  contract  amendments  or  change  orders  that  cumulati\  ely  increase  the  onginal 
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contract  amount  by  more  than  20%  .  This  is  being  proposed  in  order  to  provide  an  opportunity  to  the  HRC  to 
correct  contracting  practices  that  exclude  women  and  minorities. 


Departments  that  w  ere  contacted  had  not  reviewed  the  new  provisions  to  determine  what  impact  if  any,  they 
w  ould  ha\  e  on  the  department's  abihty  to  complete  contracts  and  projects  in  a  timely  manner  and  without 
additional  costs.  The  Port  did  comment  that  if  the  increases  were  cumulative,  that  the  new  provisions  would  not 
pose  contracting  concerns  to  the  Port.  It  is  unclear  why  department  heads  were  not  famihar  with  the  proposed 
changes.  As  a  monitoring  agency,  the  HRC  should  be  communicating  closely  with  departments  regarding 
proposed  regulations  and  changes  to  the  ordinance.  The  HRC  believes  it  had  done  this.  Departments  may  not 
be  aw  are  how  these  changes  are  directly  going  to  effect  them.  HRC  states  that  these  new  procedures  will  be  in 
the  agency's  rules  and  regulation  which  departments  can  review. 


OPTIONS: 


1 .  Adopt  the  ordinance  with  the  recommended  amendments  to  the  "Findings"  as  provided  in  this  report. 

2.  Amend  the  legislation  to  include  only  those  groups  currently  covered  by  the  Women/Minority/Local 
Business  Ordinance,  and  request  HRC  to  conduct  further  study  on  whether  additional  groups  should  be 
analyzed  for  underutilization  and  discrimination. 

3.  .\mend  the  legislation  to  exclude  HRC  review  of  all  contracts  amendments  and  change  orders  greater  than 
20%  until  additional  review  of  the  impacts  can  be  determined  with  affected  departments. 

4.  Do  not  adopt  the  ordinance  in  which  case  the  program  will  sunset  on  October  31,  1998. 


Analysis  prepared  by:    Gail  Feldman 
(415)  554-7788 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
BOARD  of  SUPERVISORS 


TO:  MEMBERS  OF  THE  HEALTH, 

Supervisor  Sue  Bierman,  Chair 
Supervisor  Leshe  Katz 
Supervisor  Tom  Ammiano 

THROUGH:   GAIL  FELDMAN 

Chief  Legislative  Analyst 

FROM:         JOHN  D.R.  CLARK 
Legislative  Analyst 

DATE:  SEPTEMBER  2 1 ,  1 998 

RE:  FILES  98-1402  &  98-1403  /  VETERINARIAN  REPORTE^G  OF  RABIES  VACCINATION; 

PROVIDING  PENALTIES  FOR  NON-COMPLIANCE 


These  proposed  ordinances  would  require  veterinarians  to  report  the  names  and  addresses  of  dog  owners  when 
those  dogs  receive  vaccination  for  rabies,  and  provide  penalties  for  non-compliance.  This  would  facilitate 
efforts  by  the  City  and  County  to  increase  its  rate  of  dog  licensure,  which  is  only  about  10%  of  the  total 
population.  This  compares  with  a  40-50%  average  in  our  neighboring  counties,  according  to  Carl  Friedman, 
Director  of  Animal  Care  and  Control. 

The  ordinances  proposed  are  similar  to  laws  already  in  effect  in  neighboring  counties.  While  these  ordinances 
in  and  of  themselves  do  not  present  a  significant  policy  issue,  the  Committee  may  want  at  some  point  to 
consider  some  related  policy  issues  which  are  raised  in  relation  to  the  City  and  County's  dog  licensing  program: 

Enforcement 

Although  the  Department  of  Animal  Care  and  Control  (ACC)  does  not  anticipate  penalizing  veterinarians  who 
do  not  comply  with  the  ordinance,  the  proposed  ordinance  includes  the  mechanism  to  do  so,  which  raises  the 
possibility  of  veterinarians  being  more  reluctant  to  report  vaccinations.  Mr.  Friedman  notes  that  no 
veterinarians  spoke  against  the  ordinance  at  Animal  Control  and  Welfare  Commission  hearings  on  the  matter. 

Administration 

Responsibilities  for  dog  licensing  are  split  between  ACC  and  the  Tax  Collector's  Office  within  the  Treasurer's 
Department.  A  1995  management  audit  by  the  Budget  Analyst  recommended  that  ACC  take  over  all  licensing 
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functions,  as  ACC  keeps  the  revenue  from  dog  licensing  for  department  use,  and  thus  has  an  incentive  to 
aggressively  pursue  licensing  ~  an  incentive  the  Tax  Collector's  Office  does  not  have.  This  1995  audit  is  being 
updated  at  the  request  of  the  new  City  Treasurer.  The  proposed  ordinances  would  maintain  this  split  authority. 

Given  that  the  prime  goal  seems  to  be  to  increase  dog  license  revenue,  it  may  be  useful  for  ACC  to  again 
consider  taking  over  all  dog  licensing  functions,  either  through  a  reorganization  of  City  and  County  resources 
(e.g.,  transferring  the  licensing  function  from  the  Tax  Collector's  Office)  or  outsourcing  license  processing 
through  a  contractor,  interlocal  agreement  or  similar  measure. 

Revenue 

The  main  benefit  of  these  ordinances  would  be  to  increase  dog  licensing,  which  in  turn  benefits  ACC  by 
increasing  revenue  to  the  Animal  Welfare  Fund,  which  may  only  be  spent  for  that  department's  activities. 
Given  that  the  increase  in  revenue  from  these  ordinances  is  estimated  at  $50,000  to  $100,000,  net  revenue 
to  the  Animal  Welfare  Fund  could  range  from  a  loss  of  $6,000  to  an  excess  of  $44,000  for  the  first  year  of  the 
program,  based  on  estimates  from  the  Treasurer-Tax  Collector  that  1.25  additional  FTEs  ($56,099)  will  be 
needed  to  handle  the  attendant  paperwork.  Mr.  Friedman  notes  that  there  should  be  a  cumulative  effect  in  terms 
of  revenue  generated  ~  future  year  revenue  from  this  proposal  would  thus  include  both  license  renewals  for  as 
long  as  the  dog  lives  (assuming  the  owner  complies  with  the  ongoing  license  requirement)  and  continued 
enhanced  first-time  licenses. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
BOARD  of  SUPERVISORS 


MEMORANDUM 


OFFICE  OF  THE  LEGISLATIVE  ANALYST 
Gail  Feldman,  Chief  Legislative  Analyst 


Govt  Informatioi 
41  Main  Library- 
100  Larkin  Street 
Mailslot 


Civ 


TO:  MEMBERS  OF  THE  FINANCE  COMMITTEE   1"''  -  a 

Supervisor  Mabel  Teng,  Chair  o6c'''^^PN"rS  OFPT. 

Supervisor  Barbara  Kaufinan  SEP  9  A  1QQQ 

Supervisor  Gavin  Newsom  ^  " 

SAN  FRANCISCD 

THROUGH:   GAIL  FELDMAN,  Chief  Legislative  Analyst  PUBLIC  LIBRARY 

FROM:         JOHN  D.R.  CLARK,  Legislative  Analyst 
DATE:  SEPTEMBER  21,  1998 

RE:  FILES  98-0140  and  98-0141  /  USE  OF  TOBACCO  SETTLEMENT  FUNDS  FOR 

HEALTH  EDUCATION 


In  March,  1998,  the  Committee  considered  a  proposal  from  DPH  to  use  the  money  received  by  the  City  and 
County  in  the  settlement  of  the  R.J.  Reynolds  "Joe  Camel"  lav/suit,  $1 ,500,000,  to  fund  an  anti-smoking 
campaign  directed  at  youth.  This  program  would  augment  and  enhance  the  efforts  already  under  way  at  DPH 
funded  by  Prop.  99  money,  the  Tobacco  Tax  Initiative.  According  to  Alyonik  Hrushow,  Coordinator  of  the  City 
and  County's  Anti-Tobacco  Program,  these  settlement  funds  would  allow  the  purchase  of  advertising  and  the 
provision  of  some  enforcement  activities,  something  that  has  not  been  possible  with  limited  Prop.  99  money. 

Some  concerns  were  raised  over  this  original  proposal.  First,  the  original  proposal  anticipated  amending  the 
contracts  of  media  agencies  akeady  engaged  in  City  and  County  work,  and  adding  in  this  additional 
assignment,  rather  than  seeking  new  proposals.  Second,  there  apparently  was  some  concern  that  the  original 
proposal  did  not  provide  enough  upfront  analysis  of  the  target  audience  to  insure  that  the  advertising  would  be 
effective.  Third,  some  concern  was  expressed  that  the  original  proposal  did  not  adequately  anticipate  the  need 
to  gather  and  analyze  data  from  minority  youth. 

In  August,  1998,  DPH  cam^e  forward  with  a  revised  proposal  and  request  that  the  Fmance  Committee  agam 
consider  the  proposal.  The  main  differences  in  the  new  proposal  are: 

1.        The  original  proposal  anticipated  a  review  of  existing  advertising  to  judge  their  suitability 

for  re-use,  with  two  possible  outcomes:  one,  existing  ads  would  be  re-used;  and  two,  existing  ads  would 
be  found  unsuitable  and  new  ones  produced,  with  the  result  that  somewhat  fewer  funds  would  be  a\  ailable  for 
media  advertising  time.  The  new  proposal  still  anticipates  a  review  of  existing  ads  to  determine  their 
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appropriateness,  but  has  added  greater  weight  to  input  from  a  broad,  community-based  advisory  panel  as  lo  the 
usefuhiess  of  the  ads  in  the  context  of  San  Francisco  youth. 

2.  The  project  has  been  divided  into  two  distinct  phases.  This  addresses  a  concern  raised  by 

the  Budget  Analyst  in  his  analysis  of  the  original  proposal,  which  was  that  that  funds  used  for  the 
advertising  component  be  held  in  reserve  until  the  initial  research  and  evaluation  portion  of  the  program  was 
complete.  In  the  new  proposal,  DPH  proposes  to  begin  the  enforcement  element  of  the  program  as  well  as  the 
research  and  evaluation  part  in  "Phase  I,"  then  "Phase  11"  would  incorporate  the  actual  implementation  of  the 
advertising  and  the  subsequent  evaluation  of  effectiveness.  About  two-thirds  of  the  total  funds  would  be  held 
for  Phase  11. 

3.  The  revised  proposal  indicates  that  DPH  will  prepare  RFPs  and  seek  new  bids  from  media 
agencies,  rather  than  amending  existing  agreements. 

4.  In  the  transition  fromi  the  original  proposal  to  the  present  ordinance,  there  is  a  remaining 

issue.  The  original  proposal  recommended  2.0  PTEs  to  implement  this  program,  similarly,  the  revised 
proposal  anticipates  adding  2.1  PTEs  to  administer  the  effort.  In  his  analysis  of  the  onginal  proposal,  the 
Budget  Analyst  recommended  designating  the  added  staff  for  this  program  as  "limited  tenure,"  it  does  not 
appear  that  the  salary  ordinance  amendment  as  presented  does  this.  This  is  a  one-time  funding  source,  and  the 
$131,000  identified  by  DPH  as  allocated  for  salaries  and  benefits  will  run  out  by  the  end  of  the  1 999-2000  fiscal 
year.  DPH  proposes  spending  most  of  the  funds,  sHghtly  over  $1,000,000,  in  implementing  the  advertismg  and 
community  outreach  functions. 
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Supervisor  Mabel  Teng,  Chair 
Supervisor  Barbara  Kaufman,  Vice-Chair 
Supervisor  Gavin  Newsom 
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JOHN  D.R.  CLARK,  Legislative  Analyst 
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SEPTEMBER  29,  1998 


RE: 


FILE  98-1442  /  PRICE  ADJUSTMENT  FOR  LOCAL  SALES/BUSINESS  TAX 
REVENUE  (October  7,  1998  Agenda) 


This  proposed  ordinance  would  remedy  an  inequity  affecting  businesses  located  in  the  City  that  do  business 
with  the  City.  Presently,  when  a  City-based  business  sells  tangible  goods  to  the  City,  generally,  the  City  pays 
sales  tax  to  that  vendor.  Similarly,  the  City  levies  a  gross  receipts  tax  on  City-based  businesses  (percentages 
vary  by  business  type)  ~  so  the  vendor  also  pays  gross  receipts  tax  to  the  City  for  sales  of  goods  to  the  City. 
That  vendor  then  pays  the  sales  tax  to  the  state,  of  which  the  City,  Tranportation  Authority  (TAj,  school  district 
community  college  district  receive  a  portion  back  (1.25%,  0.5%,  and  0.25%  respectively  of  the  8.5%). 

Since  a  portion  of  sales  tax  and  all  of  the  gross  receipts  tax  comes  back  to  the  City  anyway,  City-based  firms 
have  argued  that  their  bids  should  be  reduced  by  the  amount  of  sales  and  gross  receipts  tax  accruing  to  the  Cit\-, 
TA,  school  district  and  community  college  district  that  would  be  applicable  in  a  commodities  bid.  For  example, 
a  City-based  business  bidding  $2,000  would  have  their  bid  discounted  by  S40  to  SI, 960  (52,000  x  2.00%),  plus 
the  amount  of  the  gross  receipts  tax.  Most  vendors  that  this  ordinance  would  apply  to  probably  fall  into 
category  Business  Class  08-Retail  Sales,  which  is  taxed  at  51.50  per  SI, 000  of  applicable  sales.  In  our  example, 
the  $1,960  would  be  reduced  an  additional  $3,  to  $1,957.  This  ordinance  only  applies  to  purchases  over  SI, 000. 

City  Purchaser  Ed  Lee  gives  an  example  of  this  which  occurred  several  years  ago:  A  bid  from  S  &  C  Ford  was 
rejected  in  favor  of  a  Los  Angeles  County  dealer,  as  that  dealer's  bid  was  slightly  lower  on  its  face.  When  the 
sales  tax  revenue  was  taken  into  account,  however,  S  &  C's  bid  was  lower. 

Policy  Issues 

Exclusion  of  Non-San  Francisco  Businesses 

This  ordinance  does  not  exclude  businesses  based  outside  of  San  Francisco  from  bidding,  rather,  it  levels 

the  playing  field.  A  business  based  outside  of  San  Francisco  pays  its  sales  tax  to  its  home  city  andy'or  county  (if 

California  based),  and  that  city  and^or  county  derives  some  economic  benefit  from  our  purchase.  This 
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ordinance  wouldn't  have  any  effect  on  items  shipped  from  outside  of  California,  as  a  "use  tax"  equal  to  the  sales 
tax  is  levied. 

This  ordinance  would  not  go  the  extra  step  of  discounting  bids  beyond  the  sales/gross  receipts  tax  benefit 
amount.  Some  cities  and  counties  do  this  to  promote  their  local  businesses  --  the  City  of  Oakland  and  Counties 
of  Alameda  and  Marin,  for  example,  extend  a  5%  discount. 

It  is  conceivable  that  this  policy  might  have  the  effect,  over  time,  of  discouraging  out  of  town  bidders  when  the 
marginal  price  difference  in  a  commodity  bid  is  so  small  that  the  inclusion  of  these  discounts  makes  the  out  of 
town  bidder  non-competitive.  This  could  result  in  slightly  higher  prices. 

Practices  in  Other  Jursidictions 

Discounting  bids  to  reflect  the  sales  tax  benefit  to  the  jurisdiction  is  practiced  by  other  jurisdictions,  including 
the  Cities  of  San  Jose,  Concord,  Santa  Cruz  and  Tracy  and  Placer  County. 

Limited  Departmental  Impact 

Ed  Lee,  City  Purchaser,  indicates  that  administration  of  this  ordinance  requires  only  minor  programming  and 
procedural  modifications  and  can  be  accomplished  with  existing  staff  and  resources. 
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Mission  Bay  Redevelopment  Projects  98-1426  through  98-1439  (inclusive), 
98-1500,  98-1501 
Supervisor  Yaki 


EXECUTIVE  SUMMARY 
Requested  Actions 

The  multiple  files  before  you  represent  agreements  for  entitlement,  development,  financing  and  site  assembly  actions 
necessary  to  initiate  the  implementation  of  the  Mission  Bay  North  and  South  Redevelopment  Plans.  The  Motion, 
Resolutions  and  Ordinances  before  your  Committee  represent  a  combination  of  actions  and  approvals  including 
rescinding  the  1991  Mission  Bay  Plan,  amending  necessary  City  Codes  and  other  requirements  necessary  to  adopt  the 
Mission  Bay  North  and  South  Plans  as  proposed.    The  new  plans  substantially  re-configure  streets  and  parcels  in  the 
Mission  Bay  North  and  South  areas  in  order  to  maximize  the  availability  of  public  space,  utilization  of  land  for 
development  (residential,  commercial,  retail,  open  space,  education  and  public  services)  and  incorporate  new  and 
improved  transportation  and  traffic  flow. 

These  files  do  not  include  the  actual  approval  of  the  Mission  Bay  North  and  South  Redevelopment  Plans  and  the 
accompanying  Interagency  Cooperation  Agreements  for  each  area.  In  accordance  with  State  law,  the  full  Board  must 
consider  these  matters  as  a  committee  of  the  whole  and  will  do  so  at  a  meeting  on  October  19,  1998. 

The  actions  before  your  Committees  include: 

•  A  Motion  to  affirm  the  Planning  Commission's  Certification  of  the  Mission  Bay  Final  Subsequent  Environmental 
Impact  Report  (FSEIR) 

•  Adoption  of  the  CEQA  Resolution  in  connection  with  the  adoption  of  the  Mission  Bay  North  and  South 
Redevelopment  Areas  and  other  actions  necessary  to  implement  the  Redevelopment  Plans 

•  An  Ordinance  rescinding  the  existing  Mission  Bay  Plan  and  amending  the  General  Plan 

•  Ordinances  amending  the  Planning  Code,  Zoning  Map,  Subdivision  Codes 

•  Ordinances  approving  the  Amended  and  Restated  Mission  Bay  Port  Land  Transfer  Agreement,  the  Amended  and 
Restated  City  Land  Transfer  Agreement  and  Amended  and  Restated  Agreement  concerning  the  Public  Trust 

•  Resolution  approving  the  City  Land  Donation  Agreement  for  the  UCSF  Campus 

•  Resolution  approving  Mission  Bay  North  and  South  Tax  Allocation  Agreements 

•  Resolution  transferring  administrative  jurisdiction  over  certain  Port  property 

•  Resolution  approving  and  authorizing  the  termination  of  the  Mission  Bay  Transportation  Projects  Agreements 

•  Approval  of  an  ordinance  settling  litigation  and  the  accompanying  resolution  granting  license  to  1 900  Third  Street 
LLC  certain  grants  in  connection  with  the  McEnereney  (Destroyed  Land  Records  Relief  Law)  actions 

Approval  and  adoption  of  these  files  will  begin  the  series  of  actions  necessary  to  initiate  the  redevelopment  of 
approximately  303  acres  of  land  comprising  Mission  Bay  North  (65  acres)  and  South  (238  acres)  pnmanly  for  housing, 
retail  and  commercial,  education,  public  open  space,  hotel  and  other  uses  under  the  supervision  of  the  City  and  the 
Redevelopment  Agency. 
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Policy  Issues  Raised 

We  have  identified  a  number  of  areas  which  warrant  analysis  here,  some  of  which  could  be  reviewed  by  your  Committee 
and/or  the  full  Board.  These  matters  involve: 

•  Significant  dependence  on  payroll  taxes  for  the  redevelopment  areas 

•  Financial  projections  for  the  projected  30  year  period  until  full  buildout, 

•  Costs  to  the  General  Fund  associated  with  MUNI  and  police  and  fire  services 

•  Cooperation  in  the  development  of  Police  and  Fire  facilities 

•  Public  safety  considerations  during  the  buildout  period 

•  Funding  for  proposed  SFUSD  site 

•  Captunng  Re-Sale  Taxes  From  Construction  Activity  in  Mission  Bay 

•  Number  of  Rental/Sales  Units  Developed 

BACKGROUND 

Proposed  Build  Out 

There  have  been  at  least  four  prior  efforts  to  put  into  place  development  plans  for  the  areas  known  as  Mission  Bay  North 
and  Mission  Bay  South.  These  efforts  have  not  progressed  due  to  economic  and  other  unfavorable  conditions,  including 
in  some  cases,  the  lack  of  community  support,  despite  the  adoption  of  a  plan  in  1991.  (File  Number  98-1428  is  an  action 
to  rescind  that  plan.)  According  to  Mr.  David  Prowler  of  the  Mayor's  Office,  the  proposed  redevelopment  plans  for 
Mission  Bay  are  distinct  and  set  apart  from  past  plans  due  to  a  variety  of  favorable  economic  and  other  conditions.  Most 
notable  are  the  location  of  the  UCSF  campus  in  Mission  Bay  South,  the  development  of  the  Pacific  Bell  Ballpark 
scheduled  to  open  in  April,  2000,  which  is  adjacent  to  the  Mission  Bay  North  Redevelopment  Area  ,  availability  of  tax 
increment  to  finance  affordable  housing  development  a  high  degree  of  community  and  business  support  and  the 
commitment  of  substantial  donations  of  land  and  funding  for  infrastructure  and  affordable  housing  by  Catellus 
Development  Corporation,  a  publicly  held  real  estate  development  Corporation  which  owns  a  majority  of  the  land  within 
the  proposed  Mission  Bay  North  and  South  Redevelopment  areas.    Additionally,  Catellus  has  committed  to  support  the 
proposed  redevelopment  efforts  by  : 

•  developing  very  low/moderate  income  housing  in  the  North  Plan  Area  and  donating  land  on  which  the 
Redevelopment  Agency  will  develop  affordable  housing 

•  Donating  land  for  a  new  fire/police  facility 

•  Developing  new  public  infrastructure  for  both  Redevelopment  Areas  utilizing  Mello-Roos  Community  Facilities 
District  Act  funding  ,  which  will  include:  streets  and  rights  of  way;  street  landscaping  and  signalization;  sewer,  water 
and  storm  drain  construction;  joint  trench  utilities;  public  open  space,  parks  and  plazas;  railway  relocation  and 
crossing  gates  and  a  portion  of  the  fire  and  police  station  construction 

•  Coi  npensating  the  City  for  all  administrative  costs  associated  with  the  planning  and  implementation  of  the  Mission 
Bay  North  and  South  Redevelopment  Areas 

•  Donating  $3  million  into  a  job-training  (First  Source  of  Hiring)  fund  to  be  used  by  the  City  for  job  training  and 
referral  for  economically  disadvantaged  individuals 

•  Contributing  $5million  to  the  City  to  help  address  existing  sewage  odor  conditions  in  the  Bayview-Hunters  Point 
communir>'  associated  with  the  Southeast  Water  Pollution  control  Plant 

•  Fstablishing  revolving  loan  funds  in  both  Mission  Bay  North  and  South  Redevelopment  Areas  in  the  amount  of 
S500,000  each  (for  a  total  donation  of  $1  million)  to  provide  pre-development  funding  for  Agency  affordable 
housing 

Catellus  owns  approximately  2/3rds  of  the  land  (158  acres)  comprising  the  two  proposed  Redevelopment  Areas.  The 
City  owns  approximately  1/3  of  the  land  (134  acres),  consisting  mostly  of  city  streets  and  other  rights  of  way. 
Approximately  9  acres  of  land  is  held  by  private  parties  other  than  Catellus.  (About  1  acre  in  the  North  is  owned  by 
Caltrans). 
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The  development  of  Mission  Bay  calls  for  the  formation  of  two  distinct  redevelopment  areas  (Mission  Bay  North  and 
Mission  Bay  South)  which  would  be  created  in  order  to  provide  the  financing  (tax  increment )  and  other  mechanisms 
allowed  by  state  law  in  order  to  substantially  improve  and  revitalize  an  area  of  the  city  which  is  presently  considered 
blighted.  In  order  to  facihtate  the  cooperation  amongst  the  Redevelopment  Agency  and  many  city  agencies  involved  in 
the  redevelopment  efforts  and  the  implementation  of  the  Redevelopment  Plans,  ,  there  is  an  Interagency  Cooperation 
Agreement  for  each  of  the  Redevelopment  Areas. 

Under  the  proposed  agreements  with  the  Redevelopment  Agency  for  Mission  Bay  North  and  South  principally  the  Owner 
Participation  Agreements,  Catellus  will  be  responsible  for  the  development  of  both  market  rate  and  affordable  housing,  in 
Mission  Bay  North,  public  infrastructure,  including  all  of  the  public  open  space  in  both  Redevelopment  Areas,  with  the 
exception  of  the  open  space  (approximately  8  acres)  to  be  constructed  by  UCSF  within  the  UCSF  campus.    As  tax 
increment  and/or  other  funding  becomes  available  the  Redevelopment  Agency  will  facilitate  development  of  345 
affordable  housing  units  in  Mission  Bay  North  and  1,100  units  in  Mission  Bay  South. 

We  have  reviewed  on-going  responsibilities  and  obligations  of  the  City  with  respect  to  the  Redevelopment  Plans  as 
proposed. 

The  following  land  utilization  plan  is  proposed: 


Development 

Allocated  Acreage 

Land  Utilization  (in  %) 

Streets 

89 

32% 

Catellus  Development  Parcels 

85 

31 

Open  Space 

49** 

17 

UCSF 

43* 

12 

Affordable  Housing 

16 

6 

Community  Facilities 

3 

2 

Other  private  owners 

29 

9 

*-  This  includes  8  acres  of  open  space 

**  This  includes  2  additional  acres  outside  ,  but  adjacent  to  the  redevelopment  area  on  port  property 
POLICY  ISSUES 

1.  What  are  the  obligations  and  costs  to  the  City's  General  Fund  or  other  sources  for  the  provision  of  service 
in  the  Mission  Bay  North  and  South  Areas? 

MUNI 

Additional  light  rail,  trolley  services  and  bus  lines  are  proposed  to  address  transportation  needs  for  the  two  project  areas. 
MUNI  is  primarily  funded  through  the  General  Fund,  but  historically,  capital  costs  have  been  funded  through  federal, 
state  and  local  sources.  MUNI  services  are  projected  to  be  phased  in  over  time  as  Mission  Bay  is  built  out  and  populated. 
Plans  for  the  phasing  of  these  services  have  been  developed.  Major  MUNI  improvements  required  to  serve  Mission  Bay 
are  identified  in  the  Infi-astructure  Plans  and  the  Mitigation  Monitonng  and  Reporting  Program.  MUNI  improvements 
through  Mission  Bay  would  be  required  whether  or  not  development  in  Mission  Bay  occurs.   Mr.  Peter  Straus  of  MUNI 
indicated  that  one  area  of  concern  for  MUNI  is  that  the  one  of  the  major  streets  in  Mission  Bay  South  may  not  be 
available  until  after  the  time  in  which  MUNI  will  need  to  begin  to  provide  increased  transportation  services.  The 
Mitigation  Monitoring  and  Reporting  Program  provides  measures  that  address  potential  interim  approaches  to  MUNI 
services  and  MUNI  will  continue  to  develop  specific  strategies  within  this  framework  as  buildout  occurs. 
The  Sedway  Group  Report  provided  two  cost  projections:  one  which  factors  m  the  City's  reliance  on  continued 
traditional  source  of  federal  and  state  financing  for  capital  costs  for  the  project  and  one  which  assumes  General  Fund 
financing  all  aspects  of  transportation  costs  associated  with  Mission  Bay.  Key  fiscal  impact  findings  in  the  Sedway 
Group  Report  indicated  a  potential  $22.5  million  deficit  to  the  General  Fund  over  the  first  5  years,  providing  the  absence 
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of  traditional  sources  of  federal  and  state  funding.  This  includes  equipment  costs  ,  such  as  $27  million  for  Light  Rail 
Vehicles  (10)  and  $7.2  million  for  trolley  overhead  wires  .  MUNI  expects  that  funding  from  federal  and  state  sources 
will  be  available.  The  Mayor's  Office  and  Redevelopment  Agency  indicated  that  Proposition  B  funds  will  be  used  to 
fund  the  cost  of  the  10  Light  Rail  Vehicles. 

One  area  which  could  be  considered  is  the  feasibility  of  whether  the  capital  costs  associated  with  new  transportation 
scr\  ices  in  Mission  Bay  could  be  included  within  the  Community  Facility  Development  (CFD  )bonds. 

Police  and  Fire  Stations  in  Mission  Bay  South 

The  Mission  Bay  South  Redevelopment  Plan  calls  for  the  Police  and  Fire  Departments  to  be  housed  in  a  combined 
building  on  Parcel  8  (See  Attached  Mission  Bay  Land  Use  Plan  Map)  The  Sedway  Group  estimated  the  cost  of  the 
combined  building  to  be  $5.5  million..  The  building  would  be  constructed  on  .26  acres  of  existing  City-owned  fire  station 
property  and  approximately  1.24  acres  of  property  to  be  donated  by  Catellus. 

Plans  for  financing  the  construction  of  a  combined  Police/Fire  Station  include  a  $3.9  million  contribution  from  Catellus 
using  Community  Facilities  Distnct  Bonds.  The  timing  of  this  contribution  is  linked  to  the  development  threshold  in 
Mission  Bay  South  of  1,000  housing  units  or  earlier  if  the  City's  ready  to  build  the  facihty.  It  is  anticipated  that  the 
remainder  of  the  financing  (approximately  $1.6  million)  would  be  funded  by  the  City  through  a  General  Obligation  Bond 

The  proposal  to  combine  a  Police  and  Fire  Station  would  be  a  first  for  the  City  and  would  involve  considerations  for 
both  Departments.  Our  conversations  with  the  Police  and  Fire  Departments  revealed  that  further  review  is  needed 
regarding  co-locating  the  two  departments  in  a  shared  facility.  The  two  Departments  acknowledged  that  they  had  not  had 
not  met  or  discussed  the  feasibility  of  a  shared  facility  at  Mission  Bay.    Further,  Police  Chief  Lau  has  indicated  that  the 
Police  Department's  position  is  that  would  co-locate  on  the  same  site  with  the  Fire  Department,  but  that  the  Police 
Department  would  require  its  own  dedicated  building  (minimum  50,000  square  feet)  in  Mission  Bay  South.  The  Police 
Department  indicated  that  it  was  not  their  intention  to  provide  police  services  for  Mission  Bay  in  a  Police  Sub-Station; 
they  may  want  a  station  instead. 

Assistant  Deputy  Chief  Lorrie  Kalos  of  the  Fire  Department  expressed  a  willingness  on  the  part  of  the  Fire  Department  to 
enter  into  discussions  with  the  Police  Department  to  identify  planning,  operational  and  other  issues  which  would  need  to 
be  addressed  in  a  shared  facility  or  co-located  facility.    Assistant  Deputy  Chief  Kalos  suggested  that  the  two 
Departments  would  more  than  likely  need  to  enter  into  a  Memorandum  of  Understanding  or  Agreement  prior  to  the 
commencement  of  developing  a  shared  facility. 

This  matter  involves  additional  review  and  planning  by  both  departments.  City  staff  indicate  that  there  is  sufficient  time 
to  do  this  and  procedures  are  set  forth  in  the  Interagency  Cooperation  Agreements.  This  would  need  to  occur  before 
planning  and  construction  of  a  new  facility  or  facilities  Additional  and  continued  dialogue  between  the  Mayor's  Office, 
the  Redevelopment  Agency  and  the  Police  and  Fire  Departments  should  occur  in  order  to  determine  the  exact  needs  of 
the  departments  in  a  combined  or  co-located  Police  and  Fire  Station  in  Mission  Bay  South  at  the  site  identified  on  the 
Mission  Bay  Land  Use  Plan. 

Public  Safety  Considerations  During  Build  Out  of  Mission  Bav  North  and  South 

Both  the  Police  and  Fire  Departments  have  indicated  that  during  the  period  of  construction  and  build  out  of  Mission  Bay 
North  and  South,  and  until  the  new  station  is  completed  and  they  have  a  presence  on  site,  they  will  provide  public  safety 
services  utilizing  existing  police  and  fire  stations  and  personnel. 

Ilic  Fire  Department  has  expressed  a  concern  about  its  ability  to  respond  to  emergencies  in  a  timely  manner  to  the 
Mission  Ha\  North  and  South  Redevelopment  Areas,  due  to  the  limited  configuration  of  the  street  grid  patterns  and  the 
need  to  cross  the  4"'  Street  Bridge.  The  Department's  position  is  that  they  would  like  to  have  a  presence  in  the  Mission 
liay  Redevelopment  Areas  as  soon  as  possible,  especially  because  construction  projects  are  likely  places. 
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Both  Departments  have  provided  the  City  with  information  on  what  level  of  service  is  needed  and  how  public  safety 
services  will  be  provided  for.  The  Infrastructure  Plans  and  Mitigation  Monitonng  Report  Programs  provide  measures 
which  address  emergency  vehicle  access,  establish  triggers  for  construction  of  police  and  fire  facilities  and  provide  for 
rent-free  shell  space  for  a  potential  interim  police  (and  fire)  building..  The  Board  may  wish  to  request  the  Fire  and  Polict 
Departments  to  report  on  service  requirements  as  development  progresses  in  the  North  and  South  areas. 

Street  Cleaning  and  Maintenance 

Catellus,  through  the  issuance  of  Community  Facility  Districts  will  develop  all  of  the  new  and/or  reconfigured  public 
infrastructure  in  the  Mission  Bay  North  and  South  Redevelopment  Areas.    This  will  include  new  streets,  new  sewer 
pipes,  storm  drain  systems,  including  new  storm  water  treatment  systems  and  facilities,  street  lights,  traffic  signals, 
landscaping  and  the  like.  Additionally,  Catellus  will  purchase  and  donate  to  the  City  (DPW)  a  dry  vacuum  Street  Su  ecpcr 
designed  to  improve  the  removal  of  debris  and  metals  from  the  street,  as  part  of  the  program  of  reducing  the  amount  of 
hazardous  materials  (car  oils  and  other  toxins  on  the  streets)  which  end  up  in  the  stormwater  system  when  it  rains.  ITie 
Department  of  Public  Works  indicates  that  they  would  accept  this  dedication  of  equipment  through  the  usual  City  process 
and  that  it  would  be  used  to  maintain  city  streets,  city  owned  and  contracted  parking  lots  in  Mission  Bay.  City  standards 
and  requirements  are  contained  in  the  Infrastructure  Plans  for  each  of  the  development  areas  and  Mr.  Nelson  Wong,  of  th 
Bureau  of  Public  Works  indicated  that  the  City  will  maintain  additional  controls  regarding  standards  and  quality  through 
Its  permitting  and  inspection  process  during  the  actual  development. 

The  City  will  be  obligated  to  maintain  the  new  streets  and  street  lights  once  Catellus  conveys  them  to  the  City.  Mr. 
Wong  indicated  that  since  the  infrastructure  development  will  be  completed  in  phases,  that  the  Department  address 
additional  maintenance  costs  (additional  personnel,  equipment,  etc.)  during  the  annual  budget  process.  Street  Cleaning 
and  maintenance  will  continue  to  be  funded  through  the  gas  tax.  With  respect  to  the  re-paving  of  streets,  since  all  of  the 
streets  will  be  new,  except  for  the  filling  of  potholes,  the  streets  will  be  on  an  18  year  re-paving  cycle. 

Sewer  and  Waste  Water  Treatment 

Major  changes  are  proposed  to  the  existing  sewer  infrastructure.  Funding  considerations  for  these  costs  are  discussed 
under  the  Mello-Roos  section  of  this  report.  What  exists  now  throughout  the  City  is  a  combined  sewer  system  that 
carries  both  sanitary  sewage  and  stormwater.  The  Mission  Bay  North  plan  will  add  new  sewer  pipes  which  will  connect 
into  the  City's  existing  system. 

In  Mission  Bay  South,  however,  a  brand  new  system  will  be  built  which  will  separate  storm  water  from  sanitary  sewer 
waste  water  using  state  of  the  art  systems  that  have  taken  into  account  the  environmental  concerns  with  respect  to  storm 
water  treatment  in  an  effort  to  eliminate  occasional  sewer  spills  which  occur  m  the  existing  sewer  system  following  high 
rains. 

The  Infrastructure  Plan  for  Mission  Bay  South  and  the  EIR  identified  alternative  technologies  that  Catellus  will  use  to 
meet  the  requirement  of  achieving  at  least  a  40%  reduction  in  the  total  suspended  solids  contained  m  stormwater 
discharge.  "Vortex"  type  units  will  be  installed  in  Mission  Bay  South  which  are  designed  to  remove  particulate  matter 
from  streets  and  parking  lots.  Catellus  will  be  required  to  manage  and  maintain  theses  units  for  a  continuous  penod  of 
three  years.  Catellus  must  document  to  the  City  that  during  the  three  year  period  of  time,  that  the  40%  reduction  was 
continually  maintained.  After  meeting  this  threshold,  Catellus  will  turn  the  management  and  maintenance  of  the  system 
over  to  the  City.  If  this  threshold  is  not  met,  Catellus  must  make  capital  improvements,  not  to  exceed  costs  of  the 
original  systems.  These  costs  can  be  financed  with  tax  increment. 

Ms.  Beth  Goldstein  of  the  Public  Utilities  Commission  indicates  that  the  City  and  Catellus  continue  to  work  with  the 
"Alliance  For  A  Clean  Waterfront",  a  coalition  of  various  environmental  groups  who  have  made  a  series  of 
recommendations  relative  to  the  use  of  alternative  technologies  to  address  environmental  concerns  regarding  the 
development  of  Mission  Bay  North  and  South.    The  PUC  will  utilize  sewer  service  charges  and  water  rate  revenues  as 
the  source  of  funds  necessary  to  cover  increased  maintenance  by  the  City  when  the  new  sewer  system  is  in  place  for 
Mission  Bay  North  and  South. 
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Proposed  Elementary  School  Site 

A  new  school  is  planned  to  be  located  on  parcel  14  (see  attached  Map)  in  Mission  Bay  South.  Mr.  Lu  Blazej,  the  SFUSD 
Executive  Director  of  Facilities  indicated  that  the  school  district  has  not  decided  on  the  type  of  school  it  will  build,  but 
that  It  would  be  responsible  for  funding  all  capital  and  operating  costs.  According  to  the  Sedway  Report,  the  SFUSD  has 
estimated  the  cost  of  construction  to  be  $16  million  (projected  costs  for  an  elementary  school)  which  does  not  include 
land  and  school  yard  construction  costs.  The  land  costs  will  be  donated  by  Catellus  and  school  yard  construction  costs 
would  be  developed  as  part  of  the  open  space  requirements  and  paid  for  or  repaid  with  tax  increment  funds  from  the 
South  Plan  Area.    The  Sedway  Group  report  estimates  that  approximately  $12.1  million  will  be  generated  from  school 
impact  fees,  which  according  to  Mr.  Blazej  ,  would  accrue  in  their  entirety  to  the  SFUSD,  regardless  of  the  number  of 
students  the  Mission  Bay  Plan  development  areas  will  produce. 

Citv  Payroll  Taxes 

In  the  Mission  Bay  Fiscal  and  Economic  Impact  Analysis  prepared  by  the  Sedway  Group  ,  the  section  on  "General  Fund 
Analysis  -  Annual  Revenues"  (p.  22),  identifies  payroll  taxes  as  the  primary  source  of  annual  revenue  (38.6%),  with 
property  tax  (17.5%),  sales  tax  (9.6%)  and  utility  user  taxes  (8.7%))  also  making  substantial  contributions  to  the  General 
Fund  from  the  Redevelopment  Project  Areas.  The  report  indicates  that  over  the  30-year  period  of  analysis,  the 
cumulative  total  of  annual  revenues  is  projected  at  approximately  $601  million,  with  payroll  taxes  as  the  highest  revenue 
source  (38.6%).  This  estimate  assumes  a  high  level  of  employment  within  the  redevelopment  areas  and  indicates  that  the 
majority  of  employers  are  anticipated  to  comprise  traditional  office-based  businesses,  life  sciences,  industries  (e.g. 
biotech)  and  Research  and  Development  businesses. 

Because  the  generation  of  revenue  to  the  City's  General  Fund  from  the  Mission  Bay  North  and  South  is 
significantly  dependent  on  the  location  of  jobs  and  the  collection  of  the  City's  payroll  tax  as  the  highest  percentage 
of  revenue  into  the  General  Fund,  we  believe  that  the  Board  should  be  aware  that  any  adjustments  to  the  City's 
payroll  tax  in  future  years  could  affect  these  projections  (both  negatively  and  positively). 

Capturing  Re-Sale  Taxes  From  Construction  Activity  in  Mission  Bay 

One  of  the  one-time  revenue  sources  identified  by  the  Sedway  Group  includes  sales  and  use  taxes  from  new  construction 
and  infrastructure.  State  law  and  associated  State  Board  of  Equalization  regulations  indicate  that  if  a  confractor  has  a 
resale  permit,  and  designates  the  construction  jobsite  as  a  place  of  business,  then  the  jobsite  is  the  place  of  sale  of  fixtures 
and  materials  (to  which  sales  and  use  taxes  apply).  The  city  in  which  the  jobsite  is  located  receives  the  local  share  of 
state-administered  taxes.    However,  these  taxes  are  not  always  captured  because  many  confractors  do  not  have  resale 
permits  and  the  City  could  lose  the  revenue  from  sales  transactions  that  occur  outside  of  the  City.  Because  a  significant 
amount  of  construction  will  occur  in  the  Mission  Bay  North  and  South  Areas,  there  is  potential  to  capture  additional 
revenue  from  this  source  if  a  program  can  be  adopted  to  take  advantage  of  this  state  law.  Mr.  David  Prowler  of  the 
Mayors  office  indicated  that  the  Acquisition  Agreement,  which  is  an  exhibit  to  the  Ovmer  Participation  Agreements 
requires  Catellus  to  cooperate  reasonably  with  the  Agency  and  the  City  in  investigating  the  feasibility  of  a  program  to 
maximize  the  capture  of  sales  and  use  taxes  for  these  purposes. 

This  issue  raises  a  broader  policy  regarding  the  possible  need  to  develop  procedures  to  ensure  the  capture  of  these 
potential  revenue  streams,  especially  as  large  development  projects  occur  within  the  City  (  Mission  Bay,  Hunters  Point, 
Treasure  Island).  The  Board  may  want  to,  in  a  separate  action,  address  means  by  which  the  City  could  develop 
procedures  to  require  compliance  with  State  requirements  by  confractors,  which  might,  include  integrating  adherence  to 
Slate  resale  permit  requirements  into  the  City's  permit  and/or  project  sign-off  process. 
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Financial  Safeguards 

The  actions  of  the  Board  to  adopt  and  approve  the  final  maps,  street  grids  and  plans,  as  well  as  the  Owner  Participation 
Agreements  between  Catellus  and  the  Redevelopment  Agency  for  Mission  Bay  North  and  South  will  substantially  commit 
the  City  to  the  redevelopment  of  Mission  Bay  as  proposed.  Mr.  Jesse  Smith  ,  Deputy  City  Attorney,  indicated  that  he 
believes  there  are  sufficient  safeguards  in  place  in  the  various  agreements  (Owner  Participation,  Interagency  Cooperation 
Agreements,  including  the  attached  Infrastructure  Plan  and, Tax  Allocation  Agreements,  which  include  the  Financing 
Plans)  which  limit  the  city's  financial  liability  should  Catellus  fail  to  fulfill  its  obligations  under  said  agreements  and 
provide  the  City  and  Agency  with  a  number  of  remedies.  Catellus  is  a  third  party  beneficiary  under  these  agreements, 
which  means  it  can  enforce  violations  by  the  Agency  or  the  City.  However,  Catellus  cannot  bring  damage  claims  against 
the  City.  The  City  has  sufficient  protections  in  its  ability  to  change  (by  Board  Action)  the  Tax  Allocation  agreements 
should  Catellus  fail  to  fulfill  its  obligations  to  the  City. 

Mr.  Smith  also  indicated  the  agreements  between  the  City,  the  Redevelopment  Agency  and  Catellus  allow  for  changes  to 
the  infrastructure  requirements  as  a  result  of  1)  any  new  mitigation  requirements  related  to  the  infrastructure  plan;  2) 
physical  health  and  safety  protections  and  3)  applicable  state  and/or  federal  law  changes  .  In  the  event  that  the  City  and 
Catellus  could  not  resolve  the  proposed  changes  necessary  resulting  from  state  or  federal  law  changes,  either  party  would 
be  able  to  terminate  the  agreement  but  such  termination  could  not  eliminate  obligations  which  had  accrued  through  that 
date.. 

2.   What  is  required  to  make  tlie  plans  feasible? 

Land  Donations 

Catellus  must  deliver  parcels  to  the  city  in  a  condition  suitable  for  building  and  will  have  the  responsibility  for  mitigating 
all  environmental  concerns  on  all  parcels  of  land  which  it  develops  and  those  which  it  transfers  to  the  City.  The  Owner 
Participation  Agreements,  which  include  Financing  Plan,  Environmental  Investigation  and  Response  Programs, 
Infrastructure  Plan  and  Housing  Program  Attachments  for  Mission  Bay  North  and  South  between  Catellus  and  the 
Redevelopment  Agency  detail  responsibilities  with  respect  to  the  development  of  these  areas. 

Mello-Roos  Communitv  Facilities  District  (CFD)  Act  of  1982 

The  Mello-Roos  Community  Facilities  District  (CFD)  Act  of  1982  authorizes  local  governments  and  developers  to  create 
CFDs  for  the  purpose  of  selling  tax-exempt  bonds  to  fund  public  services  and  facilities,  which  include  streets,  police  and 
fire  protection  and  parks.  Property  owners  that  participate  in  the  CFD's  pay  a  "special  tax"  to  repay  the  bonds. 

Catellus  and  the  Redevelopment  Agency  will  utilize  CFD's  to  provide  necessary  funding  for  the  development  of  public 
infrastructure  and  open  space  until  sufficient  tax  increment  is  generated.  The  Tax  Allocation  Agreements  for  Mission 
Bay  North  and  South  which  are  before  the  Board  for  approval  will  allow  the  Redevelopment  Agency  to  utilize  property 
tax  increment  generated  in  the  Plan  Areas.  As  tax  increment  funds  become  available,  it  will  be  used  to  finance 
infrastructure,  including  offset  of  the  debt  service  on  the  CFD's  and  to  build  affordable  housing.  Tax  increment  funds  will 
begin  to  accrue  the  date  of  the  official  designation  of  the  Redevelopment  Areas  by  the  local  legislative  body  (the  Board  of 
Supervisors).  The  Redevelopment  Agency  estimates  that  it  will  take  at  least  two  or  three  years  for  sufficient  tax 
increment  to  be  generated  in  the  Mission  Bay  North  Redevelopment  Area.  This  combined  method  of  tax  increment 
financing  within  a  CFD  has  not  been  done  in  many  redevelopment  areas,  although  the  City  Attorney  believes  that  it  is 
feasible  for  large  scale  redevelopment  projects. 

The  Redevelopment  Agency  will  use  funds  from  separate  maintenance  CFD's  to  maintain  all  public  open  space,  except 
public  open  space  within  UCSF  for  a  period  of  45  years.  The  Redevelopment  Agency  will  contract  out  all  sen-^ices  for 
maintenance,  security  and  up-keep  of  all  public  open  space  in  the  Mission  Bay  Redevelopment  Areas  using  funding  from 
CFD's  .  This  maintenance  CFD  will  not.  be  reimbursed  with  tax  increment.  Ms.  Amy  Neches  of  the  Redevelopment 
Agency  indicates  that  the  Redevelopment  Agency  uses  standard  bid  procedures  for  contractual  services  and  has 
procedures  and  policies  which  parallel  the  City's  requirements  for  MBEAVBE  and  LBE  participation.  According  to  Ms. 
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Neches,  the  Redevelopment  Agency  has  successfully  used  this  method  for  maintenance  and  up-keep  of  open  space  and 
parks  in  the  "^'erba  Buena  Redevelopment  Area.  This  method  of  maintaining  parks  and  other  areas  designated  as  open 
space  will  remove  the  City's  obligation  to  provide  these  services  which  would  otherwise  be  provided  by  the  City's 
Recreation  and  Park  Department. 


What  the  Mcllo-Roos  Community  Facilities 
District  Act  of  1982  Allows 

Proposed  Uses  for  Mission  Bay  North  and 
South  Redevelopment  Areas 

General  Fund  Obligations  as  Proposed  in 
Mission  Bay  No.  and  So.  Redevelopment 
Areas  Which  Could  be  Financed  With 
CFD's 

The  Mello-Roos  Community  Facilities  District 
(CFD)  Act  of  1982  authonzes  local 
go\cmments  and  developers  to  create  CFDs  for 
the  purpose  of  selling  tax-exempt  bonds  to 
fund  a  broad  range  of  public  services  and 
facilities,  which  include  streets,  police  and  fire 

participate  in  the  CFD's  pay  a  "special  tax"  to 
repay  the  bonds. 

DevelotDment  of: 

•  Streets  and  rights  of  way 

•  Street  landscaping 

•  Signalization 

•  Sewer,  water  and  storm  drain  construction 

•  Joint  trench  utilities 

•  Public  open  space,  parks  and  plazas 

•  Railway  relocation  and  crossing  gates 

•  Portion  of  the  fire  and  police  station 
construction 

•  other  per  infrastructure  plan 

Maintenance  of: 

•  All  public  open  space,  parks  and  plazas 
for  45  years 

•  $1.5  Million  for  Police/Fire  Station 

•  MUNI  Capital  Costs  -  $32  Million 

30  Year  Financial  Projections 

The  duration  of  the  Mission  Bay  North  and  South  Redevelopment  is  30  years.  Even  with  conservative  buildouts  planned 
for  the  North  and  South,  this  is  a  long  time,  especially  as  it  relates  to  financial  projections,  trends  in  business  and  housing 
and  economic  cycles.  The  anticipated  goals  for  the  development  of  the  Mission  Bay  North  and  South  plans  are  linked  to 
the  financial  projections  made  by  the  Sedway  Group,  which  are  generally  favorable  and  show  a  net  increase  to  the  City's 
General  Fund  of  about  $575  million  at  total  buildout.  According  to  Mr.  Kurt  Fuchs  and  Ms.  Amy  Herman  of  the  Sedway 
Group,  the  projections  in  their  report  were  made  using  1998  dollar  projections;  by  factoring  in  the  phased  and  measured 
build  out  of  both  plan  areas  and  with  assumptions  that  economic,  business,  housing  trends  would  remain  fairly  constant  or 
would  grow.  Overall,  City  staff  (The  Mayor's  Office,  City  Attorney  and  the  Redevelopment  Agency)  indicate  that 
adequate  safeguards  are  in  place  to  protect  the  city's  interests  in  all  aspects  of  this  project. 

3.  Is  there  an  overall  public  benefit  and  what  are  the  tradeoffs? 

The  Mission  Bay  Plan  calls  for  the  designation  of  two  separate  redevelopment  areas  which  will  initiate  the 
redevelopment  and  revitalization  of  303  acres  of  land  over  a  30  year  period.  This  plan  represents  the  largest  effort  in  the 
history  of  the  City  to  redevelop  and  revitalize  a  specific  area  of  the  City.  The  process  to  develop  the  plans  and  all  of  the 
agreements  has  involved  many  Cit>'  departments  and  their  staff,  the  Redevelopment  Agency,  the  primary  land  owner 
(Catellus)  and  broad  public  participation.  The  Citizens  Advisory  Committee  has  been  active  in  the  development  of  the 
plan  and  is  expected  to  retain  a  major  consultation  role  in  the  actual  development  phases  of  the  projects.  Over  25  public 
meetings  were  held  in  the  course  of  developing  the  two  plans. 

Clearly  in  a  rcdc\ clopment  project  of  the  magnitude  of  Mission  Bay,  there  will  be  tradeoffs.  Most  of  the  City  land 
holdings  u  iihm  ihc  areas  are  not  currently  configured  for  development  and  building,  since  the  majority  are  streets  and 
rights  ol  way.  i  he  major  land  owner,  Cattelus  owns  a  large  amount  of  property  which  would  not  be  feasible  to  develop 
without  the  fmancial  and  other  tax  advantages  that  come  with  the  designation  of  a  redevelopment  area.  It  appears  that 
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both  the  City  and  Catellus  make  concessions  and  receive  gains.  Some  of  the  gains  to  the  City  include:  the  development 
and  creation  of  an  entirely  new  community  in  the  City,  an  improved  infrastructure,  the  mitigation  of  environmental 
hazards  which  presently  exist,  the  development  of  public  open  space  and  access  to  coastal  waters,  increased  funding  and 
development  of  affordable  and  market  rate  housing  will  be  provided,  jobs  will  be  created,  new  businesses  will  be  located, 
a  prestigious  UCSF  campus  will  be  built  in  the  City,  a  new  elementary  school  will  be  built,  transportation  will  be 
expanded  and  improved  and  an  area  of  the  city  which  is  generally  considered  to  be  blighted  and  run  down  will  be 
improved  and  a  net  fiscal  surplus  is  projected. 

The  City  will  be  obligated  to  extend  many  services  to  a  new  area  and  population  which  will  impact  health  care  ser\'ices 
libraries  and  other  general  government  services. 

Clearly  there  will  be  some  risks  associated  with  a  development  of  this  size.  The  economy  may  experience  significant 
changes  in  the  30  years  designated  for  the  development  of  this  project  which  could  negatively  impact  the  planned 
progress.  Changes  which  would  reduce  the  flow  of  tax  increment  dollars  could  have  negative  affects  on  the  future 
development  of  affordable  housing  and  may  also  interrupt  the  timing  related  to  the  refinancing  of  CFD's  with  tax 
increment,  which  would  be  a  risk  for  Catellus. 

The  Redevelopment  of  Mission  Bay  is  unique  from  other  City  redevelopment  areas  in  that  it  will  be  entirely  self 
contained.  No  funds  will  be  available  from  other  redevelopment  areas  and  the  tax  increment  revenues  generated  within 
each  of  the  two  areas  will  be  returned  exclusively  to  each  area  for  use  within  those  areas  for  designated  purposes.  With 
the  exception  of  the  20%  pass  through.  This  also  means  that  the  project  will  solely  bear  all  risks  associated  with 
development. 


OPTIONS  RELATED  TO  FINANCIAL  OBLIGATIONS/SERVICE  DELIVERY: 

1.  Adopt  the  Motion,  Ordinances,  Resolutions  and  other  actions  contained  on  the  which  are  before  your  Committees  in 
order  to  initiate  the  redevelopment  of  Mission  Bay. 

2.  Do  not  Adopt  the  Motion,  Ordinances,  Resolutions  and  other  actions  contained  on  the  16  files  which  are  before  your 
Committee  in  which  case  the  Redevelopment  Plans  for  Mission  Bay  North  and  South  will  not  be  able  to  proceed 
toward  adoption. 

3.  Request  the  Mayor's  Office,  Redevelopment  Agency,  Police  and  Fire  Departments,  utilizing  the  mechanisms 
contained  within  the  Interagency  Cooperation  Agreements  to  report  back  to  your  Committee  (or  the  full  Board) 
regarding  Police  and  Fire  Stations  located  in  Mission  Bay  South  Redevelopment  Area,  including  recommendations 
for  developing  adjacent  facilities  on  the  same  site. 

4.  Request  the  Fire  and  Police  Departments  to  provide  additional  reports,  as  necessary,  regarding  emergency  or  other 
public  safety  needs  during  construction  of  the  Mission  Bay  Redevelopment  Area. 

5.  Request  the  Redevelopment  Agency  to  examine  the  feasibility  of  including  all  capital  costs  associated  with  new 
transportation  services  in  Mission  Bay  within  the  CFD  bonds. 

6.  The  Board  consider  introducing  legislation  which  would  address  the  policy  issue  of  developing  City  procedures  to 
ensure  that  Contractors  working  on  pubic  construction  projects  in  the  City  comply  with  State  law  and  Board  of 
Equalization  Requirements  regarding  use  of  resale  permits  and  payment  of  sales  and  use  taxes  in  order  to  capture 
revenue  generated  from  large  construction  projects  in  the  City. 
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7.  Because  the  generation  of  revenue  to  the  City's  General  Fund  from  the  Mission  Bay  North  and  South  is  significantly 
dependent  on  the  collection  of  the  City's  payroll  tax,  we  believe  that  the  Board  should  be  aware  that  any  adjustments 
to  the  City's  payroll  tax  in  future  years  could  affect  these  projections 


Analysis  prepared  by:    Tamara  Maimon,  Sr.  Legislative  Analyst 
(415)  554-7787 
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LEGISLATIVE  ANALYSIS  -  MISSION  BAY  HOUSING  PROGRAM 
Executive  Summary 

Proposed  Action; 

The  Mission  Bay  Redevelopment  Plan  calls  for  the  development  of  approximately  6,090  housing  units  in  the  North  and 
South  Plan  Areas,  areas  that  currently  do  not  contain  residential  housing.  Residential  development  will  include  a  mix  of 
market  rate  and  affordable  housing  units,  both  for  sale  and  rental.  Approximately  1 ,700,  or  28  percent,  of  the  residential 
rental  units  will  be  "affordable"  for  lower  income  households  and  built  by  the  San  Francisco  Redevelopment  Agency 
(Redevelopment  Agency)  and  Catellus.  Catellus  will  also  build  a  mix  of  rental  and  "for  sale"  market  rate  housing  units, 
totaling  4,545  units,  that  will  be  located  in  the  North  and  South  Plan  Areas.  Development  of  the  housing  units  will 
depend  on  financing  from  tax  increment  and  bonded  indebtedness. 

Policy  Issues: 

•  Impact  of  Housing  Program  on  Citywide  Housing  Needs  -As  proposed,  the  Mission  Bay  Redevelopment  Plan  is 
expected  to  add  up  to  6,090  new  residential  units  to  the  City's  housing  supply,  which  would  include  1,700  affordable 
units.  If  Mission  Bay,  as  proposed,  succeeds  in  generating  over  500  new  units  annually  over  the  30-year  development 
period,  it  would  not  only  exceed  current  citywide  annual  averages  (currently,  300  to  400  units  annually),  but  would 
substantially  increase  the  City's  housing  supply. 

•  Impact  on  Jobs/Housing  Balance  -  The  Mission  Bay  Redevelopment  is  expected  to  contribute  approximately  new 
31,000  jobs,  translating  to  approximately  9,700  households  that  are  expected  to  be  housed  in  Mission  Bay.  As 
proposed,  Mission  Bay  is  expected  to  provide  up  to  6,090  residential  units.  Unless  large  employers,  such  as  UCSF. 
are  able  to  located  housing  for  their  employees,  the  substantial  employment  growth  projected  for  Mission  Bay  could 
negatively  impact  the  City's  housing  by  creating  an  imbalance  between  housing  demand  and  the  available  supply  of 
units. 

•  Potential  for  Expanding  Housing  Development  -  In  both  the  North  and  South  Plan  Areas,  the  Redevelopment 
Agency  may,  under  certain  conditions,  increase  housing  by  10  percent  of  current  allocated  levels  for  building 
affordable  housing  units,  which  would  be  35  units  in  the  North  and  1 10  units  in  the  South.  Strong  commercial 
development  would  be  required  to  support  housing  development. 

•  Compliance  with  State  Redevelopment  Law  -  State  law  requires  at  least  15  percent  of  residential  units  developed 
within  a  Plan  Area  to  be  affordable  to  households  earning  up  to  110  percent  of  area  median  income.  As  proposed,  in 
both  the  North  and  South  Plan  Areas,  housing  development  will  almost  double  State  requirements,  since  28  percent 
of  the  total  residential  units  will  be  affordable  to  lower  income  households. 

•  Reliability  of  Financing  Plans  -  At  least  20  percent  of  tax  increment  and  tax  allocation  bonds  have  been  allocated 
toward  the  financing  of  infrastructure  and  affordable  housing.  However,  the  funding  for  housing  development  w  ill  be 
reliant  on  vibrant  commercial  development,  as  noted  above. 

•  Housing  Rental  or  Homeownership  -  As  currently  proposed,  a  majority  of  the  residential  units  will  be  available  for 
rental  as  affordable  and  market  rate  units,  and  the  development  of  affordable  rental  units  will  rely  on  tax  increment 
financing  that  is  tied  to  rental  development.  If  more  units  were  designated  for  sale,  the  financing  needed  to  build 
more  affordable  rental  units  would  be  reduced. 

OPTIONS  FOR  HOUSING; 

1.  Approve  the  proposed  Mission  Bay  Redevelopment  Plan  to  ensure  that  the  Housing  Program,  as  proposed,  provides 
up  6,090  residential  units,  and  that  28  percent  of  those  units  would  be  affordable  to  ver>'  low-,  low-,  and  moderate- 
income  households. 

2.  Determine  if  the  City's  overall  housing  policy  must  be  revised  to  accommodate  increasing  homeownership 
opportunities  in  Mission  Bay. 
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THE  MISSION  BAY  HOUSING  PROGRAM 

Proposed  Action: 

The  Mission  Bay  Redevelopment  Plan  calls  for  the  development  of  approximately  6,090  housing  units  in  the  north  and 
south  Plan  Areas.  Residential  development  will  include  a  mix  of  market  rate  and  affordable  housing  units  -  both  for  sale 
and  rental.  Distributed  sites  targeted  for  Agency-sponsored  affordable  housing  development  in  the  North  and  South  Plan 
Areas  have  already  been  designated  by  the  Redevelopment  Agency,  with  participation  from  the  Mayor's  Office  of 
Housing  (MOH)  and  Catellus  and  integrated  with  the  market  rate. 

Approximately  1,700,  or  28  percent,  of  the  residential  rental  units  will  be  "affordable"  and  available  to  a  broad  range  of 
households,  including  very  low  income  households  not  exceeding  50  percent  of  area  median  income,  households  with  low 
income  not  exceeding  70  percent  of  area  median  income,  and  moderate  income  households  not  exceeding  1 10  percent  of 
area  median  income. 

The  San  Francisco  Redevelopment  Agency  (Redevelopment  Agency)  will  select  non-profit  qualified  affordable  housing 
developers  to  build  1,445,  or  85  percent,  of  the  1,700  affordable  housing  units  on  approximately  16  acres  of  Catellus- 
donated  land  in  the  North  and  South  Plan  Areas.  Catellus  will,  in  turn,  develop  the  remaining  255  affordable  housing 
units  in  the  North  Plan  Area.  The  first  Redevelopment  Agency-designated  affordable  housing  site  is  slated  for 
development  in  block  N2  in  the  North  Plan  Area  (see  attached  map)  with  scheduled  completion  by  2002.  The 
Redevelopment  Agency  has  also  adopted  a  Mission  Bay  Affordable  Housing  Policy  for  development  of  affordable 
housing  sites  that  Catellus  will  contribute. 

Catellus  will  build  a  mix  of  rental  and  "for  sale"  market  rate  housing  units  that  will  be  located  in  the  North  and  South  Plan 
Areas.  In  addition  to  building  the  255  affordable  housing  units  in  the  North  Plan  Area,  Catellus  intends  to  construct  a 
total  of  2,400  market  rate  housing  units  in  the  North  Plan  Area.  Other  market  rate  residential  units,  totaling  1,900  units, 
will  be  developed  by  Catellus  in  the  South  Plan  Area.  Up  to  90  other  market  rate  units  may  be  built  by  other  private 
developers  in  the  South  Plan  Area.  The  following  table  represents  the  proposed  overall  plan  for  housing  development  in 
Mission  Bay: 


I'nit  Designation 

Redev.  Agency 
MBN  MBS 

CateUus 
MBN  MBS 

Other  developers 
MBN  MBS 

Affordable  Rental/Sale 

345 

1,100 

255 

Market  Rate  Rental/Sale 

2,400 

1,900 

90 

Current  Law: 

California  Community  Redevelopment  Law 

The  California  Community  Redevelopment  Law,  provided  in  Sections  33360  through  33376  of  the  California  Health  and 
Safety  Code,  authorizes  the  Board  of  Supervisors,  as  the  local  legislative  body,  to  approve  a  redevelopment  plan  for  a 
project  area  located  in  San  Francisco.  Redevelopment  Law  establishes  procedures  for  financing  a  redevelopment  plan 
including  authorization  of  remedies  if  the  owner  fails  to  complete  development  as  agreed.  It  also  includes  a  requirement 
that  at  least  1 5  percent  of  the  housing  units  developed  within  a  Plan  Area  be  affordable  to  very  low-,  low-,  and  moderate- 
income  households.  In  addition,  Section  33334.2  requires  that  at  least  20  percent  of  the  tax  increment  be  utilized  by  the 
Redevelopment  Agency  to  increase,  improve,  and  preserve  the  community's  supply  of  affordable  housing  for  very  low-, 
low-,  and  moderate-income  households. 

Back^^round: 

("he  City  has  a  long  history  of  undertaking  development  projects  with  private  developers  -  including  projects  at  Verba 
Buena  Center  and  the  new  ballpark.  Even  the  current  Mission  Bay  Redevelopment  Plans  are  preceded  by  an  earlier 
df\L-lopmcnt  plan  of  1991  which  received  City  approval,  but  was  terminated  by  Catellus  in  1996  after  determining  that 
ilic  icrnis  and  conditions  it  had  negotiated  with  the  City  did  not  render  the  project  economically-viable.  The  revised 
Mission  Bay  Redevelopment  Plans  include  obligations  by  Catellus,  at  the  urging  of  the  City,  housing  and  environmental 
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community  groups,  to  expand  affordable  residential  development,  preserve  the  wetlands,  and  administer  treatment  tor 
wastewater  and  stormwater. 

Mission  Bay  Housing  Program 

The  principal  agreement  governing  development  of  the  North  and  South  Plan  Areas  is  the  Owner  Participation  Agreement 
(OP A)  between  the  Redevelopment  Agency  and  Catellus.  The  Housing  Program  for  each  of  the  Plan  Areas  is  attached  to 
the  OP  A,  and  provides  terms  for  development  of  housing  units  by  Catellus  and  Agency-sponsored  non-profit  housing 
developers. 

Catellus  will  facilitate  the  design  and  construction  of  Affordable  Housing  Units  in  the  Plan  Areas  through  revolving 
predevelopment  loan  fimds  in  the  amount  of  $1  million  that  will  be  administered  either  by  the  Redevelopment  Agency  or 
its  designee  to  support  the  development  activities  of  Agency-sponsored  non-profit  housing  developers.  Such  funds  shall 
be  available  when  Catellus  receives  approval  of  any  major  housing  phase  from  the  City. 

Mission  Bay  North  Housing  Program 
Catellus '  Housing  Development 

Catellus  has  agreed  to  build  infrastructure  in  the  North  Plan  Area,  in  accordance  with  the  North  Owner  Participation 
Agreement  (OP A).  Catellus'  255  Affordable  Housing  Units  will  be  allocated  such  that  they  will  be  affordable  to  very  low 
income  households  up  to  50  percent  of  Area  Median  Income  (  $34,300  annually  per  household),  low  income  households 
up  to  70  percent  of  Area  Median  Income  ($45,220),  and  moderate  income  households  up  to  110  percent  of  Area  Median 
Income  ($75,460  annually  per  household).  Additionally,  Catellus'  agreement  with  the  City  includes  deed  restnctions 
guaranteeing  the  continued  affordability  of  units,  based  on  HUD's  standard,  for  75  years. 

Up  to  60  percent  of  the  Catellus-developed  affordable  housing  units  are  expected  to  be  studio  and  one-bedroom  units,  and 
approximately  60  percent  of  the  market  rate  units  will  be  larger  two-  and  three-bedroom  units.  Approximately  65  percent 
of  Catellus'  market  rate  units  are  expected  to  be  rental  units,  and  the  remaining  units  would  be  available  for  sale.  To  date, 
the  255  Catellus-developed  affordable  housing  units  are  designated  for  rental  or  "for  purchase",  but  according  to  Catellus. 
at  least  35  percent  of  these  units  may  be  available  for  purchase  by  lower  income  households. 

Agency-sponsored  Development 

The  location  of  parcels,  distributed  throughout  the  North  Plan  Area,  for  the  Agency  affordable  housing  developments 
have  already  been  designated  by  the  Agency  and  Catellus  and  integrated  with  market  rate  sites.  Catellus  will  contribute 
between  2.5  to  3.8  acres  in  the  North  Plan  Area  to  the  Redevelopment  Agency.  However,  the  amount  and  timing  of  the 
Catellus  land  contributions  are  dependent  on  Catellus'  amount  and  pace  of  residential  development  in  the  North  Plan 
Area.  The  Owner  Participation  Agreement  (OP A)  for  the  North  Plan  Area  sets  a  floor  of  2.5  acres  once  Catellus  begins 
development,  but  depending  on  the  amount  and  pace  of  development,  the  land  contnbutions  could  reach  up  to  3.8  acres. 
According  to  the  Redevelopment  Agency,  the  City  will  receive  each  pre-selected  site  as  Catellus  enters  each  phase  of 
development  involving  sites  that  are  designated  for  Agency  housing. 

The  Redevelopment  Agency,  working  with  local  non-profit  housing  developers,  intends  to  develop  up  to  345  Affordable 
Housing  Units  on  the  Catellus-donated  sites,  and  the  Housing  Program  provides  for  any  necessary  adjustments  if  for 
example,  additional  units  can  be  built. 

The  Redevelopment  Agency-sponsored  affordable  housing  units  in  the  North  and  Central  Subarea  are  expected  to  be 
larger  two-  to  four-bedroom  units  -  projected  at  70  percent  of  the  total  units,  and  remaining  units  are  expected  to  be  one- 
bedroom  units.  It  is  currently  not  clear  if  any  affordable  studio  units  will  be  developed  since  the  development  program  is 
currently  targeted  for  family  residence.  The  Financing  Plan  for  the  development  of  affordable  housing  in  the  North  Plan 
Area  is  discussed  below. 

Mission  Bay  South  Housing  Program 

Approximately  28  acres  in  the  South  Plan  Area  have  been  designated  for  development  of  up  to  3,000  residential  huasing 
units  by  the  Redevelopment  Agency  and  Catellus.  Catellus  will  convey  42  percent  of  the  land  intended  for  residential 
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de\  elopment  to  the  Redevelopment  Agency  -  up  to  a  maximum  of  12.2  acres.  Other  private  developers  are  expected  to 
develop  90  units  in  the  South  Area. 

Catellus '  Housing  Development 

Catellus  will  not  be  developing  affordable  housing  units  in  the  South  Plan  Area,  but  is  expected  to  develop  up  to  1,900 
market  rate  residential  units.  Under  the  provisions  of  the  Housing  Program,  Catellus  can  determine  the  mix  of  units  that 
will  be  available  for  sale  versus  those  designated  for  rental. 

Redevelopment  Agency-sponsored  Development 

The  Agency  intends  to  develop  up  to  12.2  acres  of  Catellus-donated  land  comprising  approximately  42  percent  of  the  total 
residential  parcels  in  the  South  Plan  Area.  The  Redevelopment  Agency  intends  to  build  up  to  1,100  affordable  housing 
units  through  selected  local  non-profit  housing  developers.  The  Agency  will  determine  the  affordability  levels  for  each 
affordable  housing  development  consistent  with  the  objectives  and  needs  in  the  City's  Consolidated  Plan.  Catellus  will 
remediate  the  sites  in  accordance  with  the  OP  A  in  preparation  of  development. 

Financing  Plans  for  the  North  and  South  Plan  Areas 

The  Redevelopment  Plan  for  the  two  Plan  Areas  calls  for  the  use  of  tax  increment  and  tax  allocation  bonds  to  support  the 
construction  of  public  infrastructure  and  affordable  housing  in  those  areas.  Bonded  indebtedness  for  the  construction 
activity  will  be  limited,  under  the  Redevelopment  Plans,  to  a  total  of  $190,000,000  for  the  North,  and  $450,000,000  for 
the  South.  The  Redevelopment  Agency  believes  that  these  amounts  represent  conservative  maximum  projections  that  will 
significanty  exceed  the  anticipated  bond  program  for  these  projects.  The  Financing  Plans  for  the  North  and  South  Plan 
Areas  require  the  Redevelopment  Agency  to  set  aside  at  least  20  percent  of  tax  increment  generated  by  development  in 
the  Plan  Area  for  affordable  housing  development  on  Agency  affordable  housing  sites,  pursuant  to  State  Redevelopment 
Law  and  the  Mission  Bay  Affordable  Housing  Policy. 

The  North  Plan  Area  has  other  special  provisions  governing  use  of  net  available  tax  increment  ("excess  tax  increment") 
that  is  not  needed  to  pay  for  public  infrastructure,  directing  that  such  funds  be  used  for  construction  of  affordable  housing. 
These  special  provisions  state  that  such  excess  tax  increment  must  be  used  equally  by  Catellus  (up  to  a  stated  maximum 
per  unit  dollar  amount)  for  very  low  income  units  in  the  North  and  by  the  Redevelopment  Agency  to  help  finance 
development  of  its  affordable  housing  units  in  the  North  and  South  Plan  Areas. 

Other  provisions  relate  to  the  allocation  of  excess  tax  increment  for  the  development  of  block  N5  if  Catellus,  rather  than 
the  Redevelopment  Agency,  assumes  responsibility  for  developing  affordable  housing  for  very  low  income  units  on  that 
parcel. 

The  special  provisions  also  stipulate  that,  in  the  event  that  there  is  insufficient  tax  increment  during  the  period  that 
Catellus  builds  its  share  of  very  low  income  units,  then  the  Redevelopment  Agency  must  deliver  a  no-interest  promissory 
note  that  will  be  paid  with  excess  increment  that  may  be  generated  in  the  future.  Additionally,  the  Agency  may  use  any 
excess  tax  increment  or  other  available  funding  sources  as  a  "buy  down"  of  the  affordability  of  a  portion  of  the  moderate 
income  housing  units  constructed  by  Catellus  in  order  that  they  should  be  affordable  to  households  of  lower  incomes. 


POLICY  ISSUES: 

1.   How  will  the  proposed  Redevelopment  Plan  address  citywide  housing  needs? 

Community  groups  generally  support  the  proposed  construction  of  new  residential  units  in  Mission  Bay.  The  Citizens 
Advisory  Committee  (CAC)  views  the  addition  of  6,090  new  housing  in  Mission  Bay,  which  currently  has  no  residential 
housing,  as  beneficial  to  the  City's  housing  supply.  The  Bay  Area  Organizing  Committee  (BAOC)  states  that  the  Mission 
Bay  Redevelopment  Plan  will  particularly  benefit  lower  income  households  in  San  Francisco  who  need  affordable 
residential  units. 

As  proposed,  the  Mission  Bay  Housing  Program  will  exceed  the  requirements  of  the  California  Community 
Redevelopment  Law,  that  requires  that  at  least  15  percent  of  the  new  housing  be  affordable.  As  indicated  earlier,  up  to  28 


401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


15 


percent  of  the  Mission  Bay  residential  units  are  expected  to  be  affordable  to  households  up  to  110  percent  of  area  median 
income. 

According  to  the  Redevelopment  Agency,  a  deed  restriction,  provided  by  the  Mission  Bay  Affordable  Housing 
Policy,  mandates  a  75-year  affordability  for  the  housing  units  developed  on  Agency  sites  and  Catellus-owncd  sites  for 
very  low-,  low-  and  moderate-income  households.  The  Housing  Policy  also  includes  affordability  restrictions  of  no  less 
than  40  years  for  "for  sale"  that  will  be  permitted  by  first  position  lenders.  Agency-sponsored  rental  developments  will 

i     also  have  strict  requirements  limiting  eligibility  to  households  up  to  60  percent  of  area  median  income,  and  rent  levels  will 

!     not  exceed  30  percent  of  60  percent  of  area  median  income. 

The  Redevelopment  Agency  projects  that  annually.  Mission  Bay  residential  units  will  contribute  approximately  500 
new  units  to  the  City's  housing  supply.  Compared  to  annual  citywide  averages  in  recent  years  ranging  between  300  to 
400  new  units.  Mission  Bay  housing  development  is  expected  to  have  a  positive  impact  on  the  City's  overall  housing 
supply. 

2.  How  will  the  proposed  Mission  Bay  project  impact  the  City's  jobs/housing  balance? 

The  City  does  not  have  formally  adopted  standards  for  assessing  the  impact  of  new  development  projects  on 
employment,  housing,  and  the  population.  However,  based  on  ABAG  and  MTC  projections  of  commute  patterns  in  the 
City,  55  percent  of  San  Francisco's  workers,  are  expected  to  be  residents  of  the  City,  and  the  remaining  45  percent  are 
expected  to  find  residence  outside  San  Francisco. 

Based  on  the  1998  Sedway  Group's  report  (the  "Sedway  Report")  on  "Mission  Bay  Fiscal  and  Economic  Impact 
Analysis",  at  full  project  build-out.  Mission  Bay  is  projected  to  generate  approximately  3 1 , 103  jobs,  and  based  on 
ABAG's  employment  multipliers  specific  to  industries  that  will  be  located  at  Mission  Bay,  these  jobs  are  expected  to 
generate  an  additional  1 1,095  indirect  jobs,  resulting  in  total  job  generation  of  42,198  direct  and  indirect  jobs. 

According  to  the  Planning  Department,  an  estimate  of  workers  who  will  be  living  in  the  City  at  project  build-out  in 
San  Francisco  is  based  on  an  assumption  about  the  average  number  of  workers  per  worker-household.  The  Mission  Bay 
Final  Subsequent  Environmental  Impact  Report  (FSEIR)  estimates  that  employment  growth  in  Mission  Bay  will  translate 
to  approximately  9,700  San  Francisco  households  that  will  generate  housing  demand  in  San  Francisco  at  project  build-out 
and  stabilization. 

According  to  the  FSEIR,  Mission  Bay  North  and  South  Plan  Areas  are  expected  to  provide  approximately  6.090  units, 
meaning  that  based  on  the  estimate  of  employment  growth  of  9,700  households,  employment  growth  will  exceed  housing 
supply  by  approximately  3,600  units.  The  SEIR  further  states  that  since  a  portion  of  the  projected  employment  growth 
will  be  generated  by  UCSF  (the  largest  employer  in  Mission  Bay  expected  to  hire  about  9, 1 00  employees  or  generate 
about  30  percent  of  the  total  jobs  in  Mission  Bay),  if  UCSF  is  able  to  locate  housing  for  its  employees  outside  the  project 
area,  then  housing  demand  would  be  reduced  to  an  estimated  employment  growth  in  Mission  Bay  of  approximately  6.600 
households  who  would  be  housed  in  6,090  units.  The  lower  figure  of  6,600  households  would  reduce  the  demand  for 
housing  but  would  still  exceed  the  available  supply. 

According  to  the  FSEIR,  the  housing  effects  of  UCSF  development  are  not  expected  to  be  significant  since  the 
available  supply  in  the  region  outside  the  Plan  Area  is  expected  to  meet  the  housing  needs  of  the  school's  employees  and 
students.  According  to  the  Redevelopment  Agency,  UCSF  has  stated  that  it  would  work  with  local  housing  providers  to 
develop  affordable  housing  in  the  Bay  Area  for  up  to  25  percent  of  its  new  employees.  If  current  housing  trends,  marked 
by  vacancy  rates  of  less  than  1  percent,  continue,  there  may  difficulty  for  UCSF  to  locate  housing  for  its  workers  within 
City  limits. 

As  proposed.  Mission  is  expected  to  produce  more  units  (up  to  510  units  annually)  than  current  City  averages,  over  a  30- 
year  period.  If  these  projections  hold,  the  additional  housing  supply  fi-om  Mission  Bay  will  have  a  positive  impact  on  the 
City.  If  the  Mission  Bay  housing  forecasts  perform  as  projected,  that  would  relieve,  to  some  extent,  the  housing  pressures 
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that  currently  burden  San  Francisco,  including  those  would  originate  from  a  substantial  injection  of  employment  growth, 
as  would  occur  when  large  employers  locate  in  Mission  Bay. 

3.  Does  the  Redevelopment  Plan  allow  expansion  of  housing  development? 

In  both  the  North  and  South  Plan  Areas,  the  Redevelopment  Agency  may  build  additional  Agency-sponsored  affordable 
housiniz  units  under  certain  conditions.  In  Mission  Bay  North,  such  increase  in  the  number  of  housing  units  is  limited  to 
35  units,  and  the  Redevelopment  Agency  can  increase  units  by  10  percent,  based  on  density  restrictions  relating  to  land 
u^c  SimilarlN  in  Mission  Bay  South,  permitted  increases  shall  not  exceed  1 10  affordable  housing  units  (10  percent  of 
1 , 1  U) ).  It  should  be  noted  that  without  successful  commercial  development  driving  housing  financing,  the  increment  for 
the  allowable  housing  and  other  needed  development,  is  likely  not  be  realized. 

4.  Does  the  proposed  number  of  affordable  units  comply  with  the  State  Community  Redevelopment  Law? 

In  both  the  North  and  South  Plan  Areas,  affordability  levels  have  been  established  to  ensure  that  residential  units  that  will 
be  built  on  2.5  to  3.8  Catellus-donated  acreage  will  be  affordable  to  lower  income  households.  According  to  the 
Redevelopment  Agency,  at  full  build-out,  the  North  Plan  Area  is  expected  to  generate  approximately  600  allowable  units 
out  of  3,000  that  will  be  built  by  Catellus  and  Agency-sponsored  non-profit  Qualified  Affordable  Housing  Providers. 
These  units  will  be  affordable  to  households  earning  up  to  110  percent  area  median  income.  This  means  that  since 
approximately  20  percent  of  the  units  in  the  North  Plan  Area  will  be  affordable,  Mission  Bay  North  will  exceed  the  State 
affordability  level  of  15  percent. 

In  the  South  Plan  Area,  Catellus  will  contribute  up  to  12.2  acres  of  land  to  the  Redevelopment  Agency  for  development  of 
affordable  housing  by  Agency-sponsored  non-profit  developers.  The  Redevelopment  Agency  has  indicated  that  it  will 
develop  up  to  1,100  affordable  housing  units  on  these  sites  from  a  total  of  3,090  residential  units,  that  will  exceed  limits 
set  in  the  Redevelopment  Law. 

At  the  proposed  housing  levels,  both  Plan  Areas  will  meet  State  requirements  and  almost  double  established  limits. 

5.  Do  Proposed  Financing  Plans  provide  a  reliable  funding  source  and  realistic  timeframes  for  developing 
affordable  housing  in  the  Plan  Areas? 

Consistent  with  Redevelopment  Law  and  the  proposed  Mission  Bay  Affordable  Housing  Policy,  Financing  Plans  for  the 
North  and  South  Plan  Areas  require  the  Redevelopment  Agency  to  allocate  at  least  20  percent  of  the  tax  increment  that 
v\  ill  be  generated  by  development  in  the  Plan  Areas  and  excess  net  available  increment  for  building  affordable  housing  on 
Catellus-donated  sites. 

According  to  the  Redevelopment  Agency,  affordable  housing  development  will  rely  on  the  use  of  tax  increment  and  tax 
allocation  bonds  to  finance  the  construction  of  affordable  housing  and  infrastructure.  The  Agency  adds  that  the  levels  of 
bonded  indebtedness,  limited  to  $190  million  for  Mission  Bay  North  and  $450  million  for  Mission  Bay  South,  were  set 
conservatively  to  represent  the  maximum  amount  of  indebtedness  that  will  be  required  to  finance  development  projects  at 
full  build-out,  and  are,  in  fact,  expected  to  exceed  the  expected  bond  program  for  these  projects. 

6.  Should  the  City's  Priorities  in  Mission  Bay  favor  Housing  Rental  or  Home  Ownership? 

As  currently  proposed,  Mission  Bay  is  expected  to  provide  more  rental  housing  units  than  "for  sale"  housing.  According 
to  the  Redevelopment  Agency,  the  financing  for  housing  and  infrastural  development  is  reliant  on  tax  increment  which  is 
tied  to  rental  developments.  If  more  affordable  "for  sale"  units  were  provided,  that  would  undermine  the  funding  source 
of  the  tax  increment.  Nevertheless,  there  may  still  be  opportunity  in  Mission  Bay  for  some  of  the  affordable  units  to  be 
available  for  sale  as  has  been  indicated  by  the  Redevelopment  Agency.  However,  as  noted  above,  such  a  set-aside  would 
compromise  the  City's  ability  to  increase  the  supply  of  affordable  housing  in  Mission  Bay. 

Catellus  has  prepared  a  calculation  (see  attachment)  indicating  the  amount  of  affordable  subsidy  that  would  be  required 
for  units  that  would  be  sold  to  lower  income  household  earning  1 10  percent  of  Area  Median  Income.  With  downpayment 
of  5  percent,  a  buyer  of  a  1  bedroom  unit  worth  $145,800  would  require  a  subsidy  of  almost  $29,000;  a  2  bedroom  unit 
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would  require  approximately  $47,000  in  subsidy  funding;  and  a  3-bedroom  unit  would  require  a  S5 8,269  subsidy. 
Catellus  points  out  that  these  amounts  exclude  land  costs. 

Given  the  high  cost  of  housing  in  San  Francisco,  it  is  unlikely  that  any  affordable  housing  would  be  available  to  lower 
income  households  in  Mission  Bay  without  a  substantial  subsidy  from  local  and  federal  sources  to  cover  land  costs, 
downpayment  costs  and  other  secondary  financing  needed  to  reduce  first  mortgage  indebtedness.  The  Redevelopment 
Agency  has  indicated  that  some  of  its  affordable  units  could  be  available  for  purchase  by  lower  income  households. 
Currently,  the  Financing  Plan  does  not  identify  a  funding  mechanism  that  would  support  providing  such  a  subsidy  nor  a 
funding  source  for  low-interest  first  mortgages. 

Should  the  Board  wish  to  increase  affordable  homeownership  opportunities  in  Mission  Bay,  then  such  action  would  need 
to  be  reviewed  in  light  of  the  City's  overall  housing  priorities,  including  identifying  available  subsidies  and  other  potential 
funding  sources  that  would  support  that  activity,  and  whether  potential  buyers  will  be  provided  with  loan  counseling  to 
reduce  the  risk  of  default  on  their  loans.. 

OPTIONS  FOR  HOUSING: 

1.  Approve  the  proposed  Mission  Bay  Redevelopment  Plan  to  ensure  that  the  Housing  Program,  as  proposed,  pro\  ides 
up  6,090  residential  units,  and  that  28  percent  of  those  units  would  be  affordable  to  very  low-,  low-,  and  moderate- 
income  households. 

2.  Determine  if  the  City's  overall  housing  policy  must  be  revised  to  accommodate  increasing  homeownership 
opportunities  in  Mission  Bay. 

Housing  Report  Prepared  By:  Clarice  Duma,  Legislative  Analyst  (415/  554-7782) 
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CITY  AND  COUNTY  OJISAN  FRAN 
BOARD  of  SUPERVISORS 


Govt  Information  Ctr 
Clerk's  OfHce  Mail  Slot 


FICE  OF  TH£  fcEGISLATIVE  ANALYST 
Gail  Feldman,  Chief  Legislative  Analyst 


October  16,  1998 


THROUGH: 


FROM: 


MEMORANDUM  TO  : 


Gail  Feldman,  Chief  Legislative  Analyst 


Members  of  the  Board  of  Supervisors 


Clarice  Duma,  Legislative  Analyst 


RE: 


Bicycle  Transit  Enhancement  Plan 


The  Bicycle  Transit  Enhancement  Plan  proposes  various  amendments  that  would  affect  the  City's  Municipal  Codes  in 
these  ways: 

•  The  Traffic  Code  -  Proposed  provisions  preserve  existing  bicycle  facilities  and  prohibit  parking  in  designated 
bicycle  lanes.  In  addition,  this  legislation  brings  the  Traffic  Code  in  conformity  with  the  State  Vehicle  Code 
regarding  the  rights  and  duties  of  bicycle  riders. 

•  The  Administrative  Code  -  Proposed  provisions  authorize  the  Interdepartmental  Staff  Committee  on  Traffic  and 
Transportation  (ISCOTT)  or  other  relevant  permitting  entities  to  require  and  develop  guidelines  for  authorized 
monitored  bicycle  parking  at  large  permitted  public  events. 

•  The  Planning  Code  -  This  legislation  requires  Responsible  City  Officials  and  landlords  to  provide  bicycle  parking  in 
City-owned  garages  and  private  garages. 

In  addition,  this  legislation  provides  that  new  commercial  and  industrial  buildings  and  existing  buildings  undergoing 
major  renovation  estimated  at  a  cost  of  at  least  $1  million  involving  an  enlargement  of  the  gross  square  footage  of  the 
groundstory  would  be  required  to  provide  shower  and  locker  facilities  for  bicycle  riders.  Owners  of  existing  buildings 
who  make  arrangements  to  provide  free  access  to  showers  and  lockers  at  health  clubs  or  other  such  facilities  within  a  four 
block  radius  of  their  buildings  would  be  exempt  from  the  shower  and  clothes  locker  requirements.  Hotels,  residential 
buildings,  and  Live-Work  units  are  also  exempt  from  the  shower  and  clothes  locker  provisions. 

The  Planning  Commission  has  provided  extensive  review  and  public  heanng  on  this  proposed  legislation.  As  a  result, 
significant  changes  were  considered  and  incorporated  by  the  sponsor  based  on  earlier  input  from  the  Legislative 
Analyst's  Office,  the  Planning  Commission,  and  the  City  Attorney's  Office.  The  Planning  Department  also  issued  a 
memo  to  the  Planning  Commission  responding  to  inquiries  and  comments  that  were  made  by  members  of  the  Planning 
Commission  at  their  hearing  of  August  6,  1998.  A  copy  of  the  memo  is  attached  for  your  information. 

The  author  of  this  legislation  reports  that  this  legislation  uses  similar  provisions  that  were  successfully  adopted  and 
implemented  by  the  Cities  of  Los  Angeles  and  Palo  Alto. 

Approval  of  this  legislation  by  the  Board  is  expected  to  result  in  the  following  policy  changes  and/or  direction: 
Shower  and  Locker  facilities: 

•  Shower  and  locker  facilities  would  be  required  in  new  commercial  and  industrial  buildings  and  buildings  undergoing 
major  renovations  costing  at  least  $1  million  and  involving  the  enlargement  of  the  ground  story  of  a  building  for 
building  permits  issued  six  months  following  enactment  of  this  legislation.  These  provisions  would  not  apply  to 
previously  permitted  buildings.  The  Planning  Department  has  also  explained  that  hotels,  residential  buildings  and 
LiveAVork  units  would  be  exempt  from  these  provisions  because  they  already  provide  bathing  and  storage  facilities 
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for  residents  of  those  units,  even  though  those  faciHties  may  not  necessarily  be  provided  for  individuals  employed  in 
those  units. 

•  The  Director  would  grant  exemptions  to  owners  of  existing  buildings  who  provide  proof  that  they  have  made 
arrangements  to  provide  showers  and  lockers  at  no  cost  to  employees  who  work  in  those  buildings  within  a  four 
block  radius  of  those  buildings. 

For  purposes  of  supporting  the  need  for  provisions  found  in  this  legislation,  an  updated  survey  or  other  instrument 
could  have  provided  a  better  tool  for  estimating  the  level  of  demand  for  showers  and  clothes  lockers  in  City-ovmed 
and  pri\  ate  buildings.  It  should  also  be  noted  that  existing  provisions  direct  the  Planning  Director  to  conduct  annual 
sur\  eys  of  the  amount,  location,  and  usage  of  provided  bicycle  parking  spaces  in  all  City-ovmed  and  leased  buildings 
that  are  subject  to  the  provisions  of  this  ordinance.  This  survey  data  would  help  the  City  determine  if  it  is  meeting  its 
goals  in  relation  to  its  bicycle  policy  or  whether  elements  of  the  ordinance  need  further  modification. 

Exemptions  and  Enforcement: 

•  This  legislation  would  assign  new  functions  to  the  Planning  Department,  specifically  to  the  Director  and  Zoning 
Administrator. 

The  Planning  Director  would  be  authorized  to  grant  a  "safety  waiver"  to  garage  owners  if  they  demonstrate  that 
compliance  with  provisions  of  this  legislation  would  seriously  jeopardize  the  safety  of  garage  patrons.  In  addition, 
the  Director  may  grant  garage  owners  extensions  of  time  in  which  to  comply  with  the  bicycle  parking  requirement 
where  such  owners  establish  that  full  compliance  within  the  required  timeframe  presents  an  undue  burden. 

Provisions  applicable  to  City-ovraed  and  privately-owned  garages  require  that  if  a  violation  is  not 

cured  within  30-days,  the  Zoning  Administrator  shall  compile  a  list  of  violators,  including  City  agencies,  that  would 

be  released  to  the  public  upon  request. 

The  Zoning  Administrator's  role,  which  includes  ensuring  that  City  officials  comply  with  the  new  ordinance,  would 
be  better  handled  by  a  different  City  official,  such  as  the  City  Administrator.  Although  not  new,  previously  enacted 
authorization  would  continue  requiring  the  Zoning  Administrator  to  enforce  the  provisions  of  the  legislation,  as  well 
as  imposing  fines  of  $50  per  day  on  City  officials  that  fail  to  cure  a  violation  within  30  days  of  a  written  notice.  It  is 
unusual  to  fine  Department  officials,  and  such  fines  would  result  in  transferring  General  Fund  dollars  to  a  special 
fund  that  is  managed  by  the  Department  of  Parking  and  Traffic  (DPT)  for  its  Bicycle  Program.  The  Board  should 
also  note  that  Planning  staff  has  expressed  concern  over  the  enforcement  provisions  of  this  proposed  ordinance 
noting  that  enforcement  would  be  time  consuming  and  that  the  Planning  Department  lacks  the  funding  that  would  be 
needed  for  enforcement  (see  attached  memo).  The  Planning  Department  has  nevertheless  agreed  to  enforce 
the  provisions  of  this  legislation. 

•  The  Director  may  also  grant  a  safety  waiver  exempting  a  garage  owner  from  compliance  with  the  parking  provisions 
of  this  ordinance  if  compliance  would  jeopardize  the  safety  of  garage  patrons.  This  last  provision  is  broad  and 
therefore,  the  Planning  Department  should  provide  garage  owners  with  specific  conditions  that  would  qualify  for  a 
safety  waiver. 

l  unding  for  Bicycle  Facilities: 

•  The  general  iiiicni  of  the  legislation  would  be  that  all  City-owned  or  leased  buildings  and  City-owned  and  private 
garages,  regardless  ol'  funding  sources,  provide  bicycle  facilities  to  bicycle  riders.  Current  provisions  state  that 
(icncral  1-und  revenues  would  not  be  available  to  fund  purchase  or  installation  of  bicycle  storage  facilifies.  Instead, 
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such  activities  are  to  funded  through  the  use  of  pubHc  and  private  grants  and  other  programmatic  fundmg.  The 
Planning  Department  has  explained  that  this  funding  provision  was  adopted  several  years  ago  when  the  City 
established  a  pilot  program  for  City-owned  or  leased  buildings  that  were  installmg  bicycle  facilities  for  City 
employees.  Managers  of  City-owned  garages  and  owners  of  private  garages  would  be  expected  to  locate  their  own 
funding  sources  which  they  would  utilize  to  install  required  bicycle  facilities,  and  such  sources  could  originate  from 
fees  charged  for  bicycle  parking.  If  City  officials  request  remedial  action  from  the  Board,  it  is  conceivable  that  the 
General  Fund  would  be  considered  a  likely  funding  source  for  this  activity. 

As  noted  earlier,  the  attached  memo  from  the  Director  of  Planning  will  provide  further  information  on  the  Planning 
Commission's  questions  and  the  Department's  comments  regarding  this  proposed  ordinance. 

Summary  of  Proposed  Options; 

•  Direct  the  City  Planning  Department  to  conduct  a  survey  to  determine  the  level  of  demand  for  bicycle  facilities  in 
City-owned  and  private  buildings.  This  survey  data  would  help  the  City  determine  if  it  is  meeting  its  goals  in 
relation  to  its  bicycle  policy  or  whether  elements  of  the  ordinance  need  further  modification. 

•  Amend  the  legislation  to  provide  that  the  City  Administrator,  rather  than  the  Zoning  Administrator,  be  responsible 
for  enforcing  the  provisions  of  this  legislation. 

•  Direct  the  Planning  Department  to  provide  garage  owners  with  specific  conditions  that  would  qualify  these  owners 
for  a  safety  waiver. 

Att. 
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MEMORANDUM 

October  8,  1998 

TO        Planning  Commission 

FROM:   Gerald  G.  Green.  Director  of  Planning 

RE        98.280T  :  BICYCLE  TRANSIT  ENHANCEMENT  PLAN 

This  matter  has  been  before  you  several  times  and  has  been  continued  due  to  the  number  of 
outstanding  questions  about  the  proposed  legislation. 

Below,  is  a  summary  of  comments  and  questions  that  came  out  of  the  August  6,  1998  public  hearing 
and  Staffs  response  to  them. 

•  COMMENT  When  a  representative  firom  the  Building  Owners  and  Managers  Association  indicates 
concurrence  with  the  proposed  legislation,  what  percentage  of  owners  of  the  city's  buildings  concur 
with  the  legislation? 

RESPONSE:  BOMA  indicates  that  they  represent  over  300  office  buildings  in  the  city.  Their 
Transportatbn  Task  Force,  consisting  of  eight  to  ten  memljers,  reviewed  the  legislation  in  detail  and 
worked  with  Supervisor  Katz  to  achieve  a  number  of  changes  to  it.  BOMA's  general  membership 
was  kept  informed  of  the  legislation  through  their  newsletter.  In  addition  to  BOMA,  the  Parking 
Association  and  other  garage  owners  were  included  in  discussions  about  the  legislation  and  after 
changes  were  made  based  on  some  of  their  recommendations,  they  concun^ed  with  the  legislation. 

•  COMMENT:  The  legislation  is  confusing  as  some  of  it  would  revise  codes  other  than  the  Ranning 
Code  and  some  of  the  language  is  underlined  while  some  is  not.  It  should  fc>e  consistent  and  it 
should  be  approved  as  to  form  to  show  that  the  City  Attomey  approves  the  legislation  generally  and 
that  it  does  not  constitute  a  taking. 

RESPONSE:  Normally,  when  a  portion  of  an  existing  code  section  is  being  revised,  the  entire 
section  is  included  in  the  ordinance  to  show  the  context  and  the  proposed  language  presented  is 
underlined.  The  ordinance  has  been  revised  to  make  it  clearer  which  language  is  for  other  codes 
and  what  is  the  new  language  of  the  Planning  Code.  The  ordinance  will  be  approved  as  to  form  by 
the  City  Attomey  who  believes  the  legislation  not  constitute  a  taking  since  it  does  not  prohibit 
charging  for  bicycle  parking.  There  is  no  difference  in  principle  from  requinng  automobile  parking. 

•  COMMENT:  Can  anyone  use  the  showers? 

RESPONSE:  The  ordinance  says  that  the  showers  need  to  be  available  for  employees  of  the 
building.  It  does  not  require  them  to  be  available  to  anyone  else  except  in  cases  where  the 
requirement  for  one  building  is  met  by  access  of  its  employee's  to  facilities  in  another  building  within 
four  blocks 

•  COMMENT:  The  first  paragraph  of  Section  155  states  that  the  authority  for  application  of  standands 
and  adoption  of  interpretations  shall  nest  with  the  Planning  Department.  Was  it  a  conscious  decision 
to  place  this  authority  with  the  Department  rather  than  the  Commission? 

RESPONSE:  This  is  an  existing  provision.  Staff  doesn't  recall  if  there  was  deliberation  about 
this  issue  when  Section  155  was  considered.  Hov^ver,  authority  for  interpreting  codes  is  normally 
given  to  administrators  of  departments  responsible  for  a  particular  code.  In  the  case  of  the  Planning 
Code,  the  Zoning  Administrator  is  given  the  authority  to  interpret  the  Code  by  Planning  Code  Section 
307(a).  Since  the  provisions  of  Section  155  overlap  to  some  degree  with  standards  of  the  Public 
Works  Code,  it  needed  to  clarify  which  administrator  ^/vas  io  apply  the  standards  of  Section  1 55  and 
interpret  its  provisions. 
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COMMENT:  Section  155.1  states  that  outside  grants  will  fund  the  bike  rack  installation.  What  if 
grants  aren't  available  to  install  the  facilities? 

RESPONSE;  Section  155.1  is  an  existing  provision  adopted  several  years  ago  that  requires 
bicycle  parking  only  for  buildings  housing  City  employees.  It  was  a  pilot  program  using  City-owned  or 
leased  buildings  to  establish  the  groundwork  for  bicycle  facilities  in  places  of  work  Since  grant 
funding  was  available  and  had  been  identified  for  such  programs,  and  in  order  to  implement  it 
without  waiting  to  adjust  the  budgets  of  various  departments,  it  was  decided  to  implement  only  those 
situations  where  grant  funding  was  available.  Since  this  Section  only  applies  to  City-owned  or 
leased  buildings,  the  responsible  city  officials  who  can't  implement  the  pnDvision  due  to  lack  of  grant 
funding  could  report  this  to  the  Board  of  Supervisor  who  could  modify  the  provisions  or  take  some 
other  remedial  action. 

The  cited  provisions  concerning  grant  funding  will  not  apply  to  the  new  provisions  of  Section 
155.2  and  155.3.  The  owners  and  managers  of  the  effected  garages  and  buildings  will  install  the 
required  facilities  through  their  own  funding  sources.  As  stated  elsewhere,  there  is  nothing  In  the 
proposed  legislation  that  would  prohibit  charging  for  bicycle  parking 

COMMENT:  The  various  formulae  used  throughout  these  sections  is  not  consistent  and  may  not  be 
appnDpriate.  For  example,  the  number  of  bicycle  stalls  is  based  upon  the  number  of  automobile 
stalls  in  the  garage  while  the  numberof  shower  stalls  and  lockers  is  based  upon  square  footage  of 
the  building.  Why  shouldn't  these  be  based  upon  the  number  of  employees? 

RESPONSE:  The  reason  stems  from  administration  of  the  provisbns  The  bicycle  facilities 
requirement  needs  to  be  determined  and  enforced  at  the  time  of  permit  review.  The  number  of  auto 
parking  spaces  and  the  building's  square  footage  can  be  determined  by  viewing  the  drawings, 
whereas  the  number  of  employees  can  not. 

These  features  may  not  accurately  predict  the  number  of  employees  'Mho  will  ride  bicycles,  but 
there  should  te  at  least  a  general  correlation.  The  fact  is,  there  is  no  accurate  viray  to  predict  bicycle 
ridership  for  a  particular  building  at  this  time.  Over  time,  patterns  may  emerge.  This  is  one  reason 
the  proposed  legislation  has  a  phasing  provision  whereby  the  greater  number  of  required  bicycle 
parking  spaces  can  be  varied  if  the  initial  number  is  not  being  used. 

Employees  and  customers  generate  bicycle  and  auto  parking  demand  and  a  building  s  floor  area 
generally  reflects  the  numberof  its  employees  and  customers.  Garages  don't  generate  pari^ng 
demand  but  meet  it.  The  number  of  garage  stalls  in  an  area  generally  reflects  parking  demand  m 
that  area.  It  was  assumed  that  there  is  a  trade  off  between  automobile  and  bicycle  usage.  (A 
certain  pen::entage  of  former  auto  drivers  would  ride  bicycles.)  Therefore  bicycle  parking  demand  is 
more  directly  correlated  with  the  numberof  automobile  stalls  than  with  the  square  footage  of  the 
parking  facility.  Since  garages  meet  and  reflect  parking  demand  in  the  vicinity  and  since  they  contain 
the  infrastructure  for  accommodating  vehicles,  it  seemed  appropnate  that  they  should  also  meet  the 
percentage  of  the  demand  for  bicycle  parking.  For  zoning  districts  and  circumstances  where 
accessory  automobile  parking  is  required  by  the  Planning  Code  for  a  use  the  Code  [Sec.  I55{j)] 
already  requires  bicycle  parking  at  a  ratio  of  one  bicycle  stall  for  every  20  automobile  stalls. 

Parking  demand  can  be  met  either  within  the  building  that  generates  the  demand  or  within  a 
separate  building,  but  the  demand  for  shower  and  locker  facilities  should  be  provided  within  th.e 
building  that  generates  the  demand,  if  possible.  As  stated  above,  floor  area  is  the  best  predictor  of 
employee  numbers  which  creates  the  demand  for  shower  and  locker  facilities,  so  for  such  facilities, 
square  footage  was  chosen  as  the  factor 

COMMENT:  Whatever  formula  is  used  doesn't  account  for  the  fact  that  employees  generally  amve 
at  work  about  the  same  time  so  demand  for  the  showers  would  usually  overstep  the  supply 

RESPONSE:  This  is  the  case  with  many  facilities.  The  demand  for  transit  and  freeway  use 
oversteps  capacity  at  njsh  hour  and  queuing  develops.  It  would  be  prohibitive  to  pnavide  rush  hour 
facilities  equal  to  short  term  demand  so  as  to  prevent  all  queuing.  As  with  other  rush  hour  facilities. 
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employees  would  quickly  adjust  their  schedules. 

•  COMMENT:  ^Vhy  such  a  severe  restrction  on  bicycle  stsll  location.  Why  was  50  feet  chosen  as 
opposed  to  some  other  distance,  especially  since  there  is  a  4-block  distance  for  shower  facilities? 

RESPONSE:  The  aistance  cited  for  bicycle  parking  stalls  is  from  existing  Section  155.1  which 
applies  to  City-owned  or  leased  buildings.  These  buildings  were  used  as  a  pilot  program.  Since  the 
City  has  a  policy  of  supporting  bicycle  transportation,  it  seetned  appropriate  for  the  City  to  be 
generous  about  stall  placement  in  order  to  promote  the  program's  success.  In  light  of  this,  the  50- 
foot  distance  seemed  reasonable.  This  stall  distance  would  not  apply  to  stalls  required  in  public  or 
private  garages  under  the  proposed  new  provisions  of  Sections  155.2.  Stalls  required  by  the 
proposed  legislation  simply  need  to  be  somewhere  within  the  garage  building.  Gi'^n  the  fact  that 
garage  managers  will  be  able  to  charge  for  the  stalls,  it  is  assumed  that  their  placement  will  serve 
marketability  Section  155  grants  the  Zoning  Administrator  discretion  in  the  application  of  standards 
and  making  interpretations  for  the  arrangement  of  any  off-street  parking  required  by  the  Code,  so  the 
Zoning  Administrator  can  intervene  if  the  intent  of  the  law  is  not  being  served. 

•  COMMENT:  Would  this  legislation  apply  to  live/work? 

RESPONSE:  The  7/29/98  version  of  this  legislation  wculd  have  applied  its  provisions  to 
live/vtrtsrk  units  since  they  are  commercial  structures.  Live/work  units  naturally  have  bathing  and 
storage  facilities  for  those  living  in  the  units  but  not  necessaniy  for  those  employed  in  the  units  who 
do  not  live  there.  Therefore,  the  cun-ent  version  of  the  legislation  exempts  live/work  units  from  these 
bicycle  support  facilities. 

•  COMMENT:  The  10,000  square-foot  threshold  for  the  shower/locker  requirement  Is  too  low.  The 
requirement  for  this  sizea  building  should  be  for  several  buildings  of  this  size  combined. 

RESPONSE:  As  the  ordinance  is  currently  drafted,  existing  buildings  can  fulfill  the  shower/locker 
requirement  by  arrangement  with  another  building  or  health  club  vi/ithin  4  blocks.  Most  new  buildings 
need  ADA-complying  toilet  ^cilities  requiring  the  same  travel  and  access  dimensions,  so  providing 
an  ADA-complying  shower  utilizing  the  access  already  required  should  not  be  that  much  additional 
burden. 

•  COMMENT-  We  have  been  discussing  the  current  lack  of  Planning  Code  enforcement.  How  can 
we  take  on  more  commitments  when  we  can  t  enfoni^e  previous  ones?  Enforcement  needs  to  be 
clarified. 

RESPONSE:  This  is  of  concern  to  the  staff  as  well.  Many  laws  are  passed  with  the 
understanding  that  they'll  be  enforced  on  a  complaint  basis  and  only  in  the  most  blatant  cases.  The 
Planning  Department  has  no  funding  dedicated  to  enforcemsnt 

Even  without  a  program  to  correct  violations,  the  Department  wiil  incur  expenses  informing  all 
owners  ar>d  operators  of  affected  garages  of  the  retroactive  requirements.  Staff  knows  of  no  data 
base  that  identifies  buildings  with  garages  and  the  number  of  stalls  therein  A  large  amount  of  time, 
therefore,      be  necessary  to  identify  the  appropriate  properties  Once  this  is  done,  the  notice  sent 
to  the  owners  and  operators  must  contain  the  Code  requirement  and  the  various  time  iines, 
conditions  and  procedures  for  modification  of  the  requirements.  Significant  additional  staff  time 
should  be  expected  answering  questions.  Considerable  time  must  be  spent  creating  forms  and 
establishing  procedures  for  verifying  usage  in  order  to  process  requests  for  modifications  of  the 
Phase  Two  parking  amounts.  The  actual  processing  of  these  requests  will  account  for  additional 
lime  Violation  aoatement  is  a  separate  effort  that  is  very  time  consuming.  The  legislation  would 
require  thet  ail  garage  structures  be  routed  to  the  Planning  Depaament  for  review  and  planners 
checking  building  permits  must  look  for  additional  criteria. 

The  legislation  states  that  the  bicycle  parking  provisions  shall  be  enforced  by  the  Zoning 
Administrator  who,  upon  complaint,  shall  investigate  to  determine  if  a  violation  exists,  notify  the 
owner  and  allow  an  opportunity  for  the  owner  to  explain  the  reason  for  non-compliance.  If  the  owner 
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fails  to  abate  a  vioiation  within  30  days  of  such  determination,  the  Zoning  Administrator  shall  add 
their  name  and  the  name  and  address  of  their  garage  to  a  list  of  garages  cun^ntty  m  vioiaton  ""he 
sponsor  of  the  legislation  has  stated  thai  the  Department  of  Pai-King  and  Traffic  will  be  responsible 
for  following  up  on  violations. 

•  COMMENT:  What  is  the  deadline  for  returning  this  matter  to  the  Boanj  of  Supen/isors? 

RESPONSE:  Originally,  the  deadline  was  October  1,  1998  which  was  ninety  days  from  July  1 
1998,  the  date  the  matter  was  sent  to  the  Commission   However,  the  Board  of  Supervisors 
extended  the  time  period  by  resolution,  for  another  45  days. 

•  COMMENT:  Section  155.1  talks  about  the  "responsible  public  official' who  is  responsible  for 
ensuring  that  City  owned  and  'eased  buildings  have  bicycle  parking  and  can  be  fined  if  m  violation. 
In  that  c^se,  who  actually  pays  the  fine? 

RESPONSE:  Subsection  155.1  (f)  states  that  fines  shai!  be  levied  against  the  agency  or 
department  of  the  violating  responsible  public  officia'. 

•  COMMENT:  V\'hat  was  the  pnDcess  that  resulted  in  this  draft  legislaton'> 

RESPONSE:  Supervisor  Katz  has  submitted  the  following  statement: 

Siqjervisor  Katz  has  long  been  a  proponent  of  alternative  tiansporiaticn  and  this  proposed  plan  goes 
a  long  way  to  fulfilling  her  goals  to  making  the  City  more  bike  Cnendly 

Because  of  her  public  commitment  to  increasing  resources  to  aicourage  alternative  trajisponation, 
bicyclist  and  alieiiative  transpcrtation  advocates,  Lnduding  people  from  the  Bicycle  Coalition  and  the 
Bicycle  Ad\  isory  Committee,  came  to  Supervisor  Katz  in  Jani^r}'  of  1 998  with  ideas  about  how  to 
encourage  bicycling.  After  months  of  discussion,  researdi,  and  analysis  of  other  city's  bicycle 
enhancemait  plans,  including  Los  Aiigeles  and  Palo  Alto,  the  legislation  was  drafted  After  a  draft  was 
made  available,  Supovisor  Katz  had  meeting?  with  concerned  individuals  and  groups  on  all  sides  of  this 
issue,  including  the  Planning  Department,  Department  of  Parking  and  Traffic,  the  Building  Owners  and 
Managers  Association,  the  Parking  Associaliai,  parking  garage  owners  and  managers,  the  Bicycle 
Coalition,  and  otlia-  individuals  concerned  about  the  future  of  alternative  transportation  .A  fter  each 
meeting,  cx?mpromises  v/ere  forged  and  diange  were  made,  and  all  interested  parties  gave  their  approval 
of  the  legislatiai. 

The  bicycle  transit  enhancement  plan  is  a  huge  step  towards  making  the  Cit>  a  leader  in  providing  the 
resource  necessary  to  make  alternative  transportation  a  viable  option-  as  well  as  show  ing  car  strong 
ccnmiitmem  to  decrease  traffic  in  our  congested  urban  envirotmiait 


Another  revision  being  made  is  that  auton^obile  uses  are  to  be  excluded  from  the  showeolocker  facilities 
requirement. 
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To:  Members  of  the  Economic  Development,  Transportation  and  Technology  Committee 

Supervisor  Michael  Yaki 
Supervisor  Leslie  Katz 
Supervisors  Mark  Leno 

From:  Gail  Feldman,  Chief  Legislative  Analyst 

Date:  October  19,  1998 

Re:  Excavation  in  the  Public  Right  of  Way  (File  98-1038) 

I  apologize  to  the  Committee  members  for  the  delay  in  issuing  this  report.  It  was  to  be  released  on  Friday, 
October  16*,  but  was  held  until  the  legislative  sponsor.  Supervisor  Katz  had  an  opportunity  to  review  it.  Please 
contact  Clarice  Duma,  Legislative  Analyst  at  554-7782  if  you  have  any  questions  or  if  you  would  like  a  briefing 
on  the  report. 
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Jail  Feldman,  Chief  Legislative  Analyst 
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Committee  Hearing:    Economic  Development,  Transportation  and  Technology  Committee 
File  Number:  98-1038  -  Excavation  in  the  Public  Right-of-Way 

Origin:  Supervisor  Katz 

Hearing  Date:  October  20'^,  1 998 

EXECUTIVE  SUMMARY 

Summary  of  Proposed  Ordinance: 

The  proposed  legislation  amends  the  San  Francisco  Public  Works  Code  (the  Excavation  Code)  and  replaces  the  existing 
permining  program  for  street  excavation  with  a  new  program  intended  to  minimize  the  impact  of  excavation  on  the 
public  and  on  City  streets.  This  legislation  includes  the  following  provisions: 

•  Coordination  -  DPW  would  require  coordination  among  excavators  in  order  to  minimize  the  impact  of  construction 
on  the  public  and  City  streets.  Public  and  private  excavators  would  be  required  to  submit  their  5-year  plans  to  the 
Department  of  Public  Works  (DPW)  and  perform  joint  excavations  for  projects  lasting  over  15  days.  The  Director  of 
DPW  would  be  authorized  to  grant  waivers  from  joint  excavation  upon  a  showing  of  good  cause. 

•  Public  yorice  -  This  legislation  provides  an  extensive  public  notification  process,  requiring  excavators  to  post 
advance  notices  and  identify  themselves  visibly  on  excavation  sites. 

#  Extended  Moratorium  -  This  proposed  legislation  would  replace  the  current  three-year  moratorium  with  a  five-year 
moratonum  prohibiting  excavation  on  newly-paved  streets. 

*  Fees  -  The  Street  Damage  Restoration  Fee  would  provide  a  cost  recovery  to  the  City  for  repaving  streets  DPW 
believes  are  damaged  by  excavation.  Newer  streets  would  have  higher  costs  than  older  streets.  There  would  be  no 
fee  for  streets  older  than  20  years. 

This  legislation  would  also  change  the  administration  fee  from  $50  per  permit  to  $25  per  block. 

*  Restoration  of  the  Public  Right-of-Way  -  Excavators  would  also  be  required  to  restore  the  public  right-of-way 
within  9  days,  rather  than  the  current  10-day  timeframe.  DPW  would  require  unfinished  work  to  be  completed 
within  24  hours  rather  than  the  48-hour  notice  period. 

*  Enforcement-  The  Director  of  DPW  would  have  the  authority  to  enforce  the  criminal  provisions  of  the  ordinance 
and  issue  citations  for  Code  violations. 

Policy  Issues: 

•  Amending  the  Current  Excavation  Code  -  DPW  states  that  the  proposed  Excavation  Code  would  enable  the  City  to 
regulate  the  increasing  number  of  street  excavations  more  effectively  and  minimize  the  impact  of  excavation  on  the 
public  and  City  streets.  The  Director  of  DPW  will  also  provide  a  written  report  to  the  Board  on  DPW's 
implementation  of  this  legislation  withm  eighteen  months  of  passage  of  this  measure.  The  Board  could  also  direct 
the  Director  to  supplement  the  written  report  with  an  oral  presentation  to  the  Board  at  much  closer  intervals. 

•  Requiring  Coordination  -  The  legislation  would  require  excavators  to  submit  their  5-year  plans  to  DPW  as  well  as 
participate  on  joint  excavations.  The  Director  of  DPW  would  be  authorized  to  grant  waivers  from  joint  excavations 
upon  a  showing  of  good  cause.  DPW  should  establish  clear  guidelines  for  granting  waivers  to  ensure  that  waivers 
are  granted  equitably  as  well  as  inform  applicants  on  the  front  end  of  the  application  process  about  their  qualification 
for  waivers. 
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•  Street  Conditions  with  Excavation  -  Municipalities,  including  San  Francisco's  DPW,  have  conducted  engineenng 
studies  which  they  believe  demonstrate  that  excavation  reduces  the  pavement  life  of  streets.  Utilities  have  cntiqued 
these  studies  stating  that  many  other  factors  contnbute  to  the  poor  condition  of  streets. 

•  Fees  and  Excavation  -  DPW  is  proposing  a  Street  Damage  Restoration  Fee  which  is  intended  to  provide  a  partial 
cost  recovery  for  the  City's  repaving  costs  and  would  be  paid  by  excavators  who  work  on  Ciry  streets.  Exemptions 
from  paying  this  fee  would  be  granted  under  certain  conditions.  Currently,  the  City  paving  costs  are  paid  through 
State  grants  and  by  taxpayers  through  Sales  and  Gas  Taxes.  Ratepayers  would  be  burdened  with  additional  fees  if 
utilities  pass  on  this  cost  to  their  customers.  The  Street  Damage  Restoration  Fee  would  however,  partially  reduce  the 
City's  costs  for  repaving  streets. 

•  The  5-Year  Moratorium  and  New  Technology  -  This  legislation  would  extend  the  current  three-year  moratorium  to 
five  years  on  newly-paved  streets.  Utilities  are  concerned  that  this  regulation  would  restrict  their  ability  to  provide 
services  and  make  needed  installations.  However,  this  legislation  authorizes  the  Director  of  DPW  to  grant  waivers 
for  a  showing  of  good  cause,  emergencies,  and  for  the  deployment  of  new  technology  reflective  of  City  policy.  A 
City  technology  policy  must  however,  be  developed  to  enable  the  Director  to  determine  which  technological  changes 
would  qualify  for  a  waiver  on  moratorium  streets. 

•  Changes  in  DPW's  Operations  -  The  Director  of  DPW  will  be  authonzed  to  create  a  Street  Construction 
Coordination  Center  which  would  be  charged  with  planning  and  coordinating  excavation  in  the  public  nght-of-way. 
DPW  reports  that  since  the  mechanism,  including  funding,  for  this  new  Center  is  already  in  place,  only  four  new 
positions  would  be  required  for  this  entity. 

Options; 

1 .  Approve  the  ordinance  as  proposed. 

2.  Amend  the  ordinance  to  maintain  the  3 -year  moratorium,  but  charge  higher  restoration  fees  for  streets  that  are  3  to  5 
years  old. 

3 .  Direct  DPW  to  do  the  following: 

a)  As  a  way  of  monitoring  the  implementation  of  this  legislation,  the  Board  may  consider  directing  the  Director  of 
DPW  to  present  an  oral  report  to  the  Board  at  regular  intervals  (e.g.  semi-annually)  in  addition  to  the  wnnen  report 
which  will  be  provided  within  eighteen  months  of  passage. 

b)  Develop  clear  guidelines  for  granting  waivers  to  ensure  that  waivers  are  granted  equitably  and  without  undermining 
the  intent  of  the  legislation. 

c)  Work  with  the  Department  of  Technology  and  Information  Systems  to  identify  new  technologies  and  develop  City 
policy.  The  Director  of  DPW  could  then  utilize  the  City's  technology  policy  to  determine  which  technologies  would 
qualify  for  a  waiver  on  moratorium  streets. 

d)  Impose  conditions  requiring  excavators  who  receive  waivers  on  moratorium  streets  to  repave  the  entire  block  in 
which  the  work  is  done. 

4.  Do  not  approve  the  ordinance.  DPW  will  rely  on  the  existing  Excavation  Code  to  regulate  street  excavations  in  San 
Francisco. 
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FXrAVATION  IN  THE  PUBLIC  RIGHT-OF-WAY 
Summary  of  Proposed  Ordinance: 

The  proposed  legislation  amends  the  San  Francisco  Public  Works  Code  (the  Excavation  Code)  and  replaces  the  existing 
permining  program  for  street  excavation  with  a  new  program. 

•  Coordination 

This  measure  seeks  to  improve  coordmation  of  street  excavation  by  City  departments  and  private  excavators  in  two  ways. 
First,  excavators,  together  with  the  Department  of  Public  Works  (DPW),  would  be  required  to  submit  5-year  plans  to 
DPW  identifying  anticipated  major  projects.  Second,  when  multiple  public  or  private  utility  companies  plan  to  perform 
excavation  projects  lasting  over  15  days,  companies  would  be  required  in  most  cases  to  participates  in  joint  excavation  in 
order  to  minimize  the  length  of  construction.  However,  the  Director  of  DPW  would  be  able  to  waive  the  requirement  for 
joint  excavation  upon  a  showing  of  good  cause. 

•  Public  Notice 

As  proposed,  this  legislation  also  provides  an  extensive  public  notification  process  requiring  excavators  to  provide  area 
residents  and  businesses  advance  notice  of  pending  excavations.  Excavators  would  be  required  to  post  notices  at  the 
excavation  sites  as  well  as  deliver  written  notices  to  affected  residents  and  businesses.  For  major  excavations  lasting 
over  15  days,  a  more  extensive  noticing  regime  to  the  affected  neighborhood  would  include  delivery  of  a  30-day  notice 
as  well  as  a  10-day  posting  pnor  to  the  beginning  of  excavation.  Excavators  would  also  be  required  to  mark  facilities  in 
the  public  nght-of-way  with  the  Owner's  identity. 

•  Extended  Moratorium 

This  proposed  legislation  would  replace  the  current  three-year  moratorium  with  a  five-year  moratorium  prohibiting 
excavation  on  newly-paved  streets. 

•  Fees 

Through  this  proposed  legislation,  there  would  be  a  cost  recovery  to  the  City  for  repaving  streets  damaged  by  excavation 
through  a  new  fee,  the  Street  Damage  Restoration  Fee.  This  fee  would  be  imposed  on  excavators  who  dig  City  streets. 
This  legislation  would  also  change  the  administration  from  $50  per  permit  to  $25  per  block  to  accommodate  a  new 
definition  of  block  as  a  street  segment  or  an  intersection. 

•  Restoration  of  the  Public  Right-of-Way/  Penalties 

Excavators  would  also  be  required  to  restore  the  public  right-of-way  within  9  days,  reducing  this  timeframe  from  10 
days.  For  unfinished  work,  DPW  would  give  excavators  24  hours,  rather  than  48  hours,  to  complete  their  work.  Also 
provided,  is  broader  authority  to  the  Director  of  the  Department  of  Public  Works  (DPW)  to  enforce  the  criminal 
provisions  of  the  ordinance  and  issue  citations  for  any  Code  violations.  This  legislation  would  replace  the  existing 
administrative  penalty  program  and  provide  the  assessment  of  administrative  penalties  not  to  exceed  51,000  per  day  for 
any  violation.  Rather  than  treat  Code  violations  as  criminal  misdemeanors,  this  legislation  would  treat  any  violation  as 
an  infraction  with  increasing  fine  amounts  for  the  number  of  violations  per  year. 

•  Street  Construction  Coordination  Center 

DPW  is  proposing  the  creation  of  a  Street  Construction  Coordination  Center  which  shall  be  responsible  for  planning  and 
coordinating  excavations  in  DPW's  jurisdiction.  The  Center  shall  be  under  the  authonty  of  the  DPW  Director. 


(  I  RRENT  LAW: 

riw  Public  Works  Code  (Article  8) 
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The  current  Public  Works  Code  ("Excavation  Code")  was  adopted  in  1985,  and  includes  the  following  provisions: 

•  A  Permitting  Program  -  Under  the  current  permitting  program,  pnvate  excavators  are  required  to  submit  plans  and 
obtain  permits  prior  to  trenching.  Excavation  work  is  prescribed  in  accordance  with  the  requirements  of  DPW's 
Bureau  of  Engineering  and  DPW  Order  No.  135,595  or  135,596.  The  permit  scheme  does  not  include  regulation  of 
City  departments. 

•  DPW  Repaying  Notifications  -  DPW  is  required  to  notify  excavators  of  its  street  repavement  plans,  and  under 
current  provisions,  excavators  have  the  ability  to  install  new  facilities  before  and  after  the  repaving. 

•  A  3-year  Moratorium  -Excavation  on  newly-paved  streets  is  prohibited  for  3  years,  except  for  new  construction 
developments  or  emergencies. 

•  Restoration  Standards  -  The  Code  requires  excavators  to  coordinate  their  work  with  DPW's  paving  program.  It 
provides  specific  guidelines  for  restoring  the  public  right-of-way,  including  requiring  trenches  to  be  backfilled  to 
City  standards.  The  permittee  must  file  and  maintain  a  minimum  excavation  bond  of  S25,000  with  DPW 
guaranteeing  the  maintenance  of  the  excavated  trench  area  for  a  penod  of  3  years  following  completion  of  the  work 
and  pavement  restoration,  pursuant  to  Article  8  of  the  Public  Works  Code. 

•  Public  Notification  -  Current  provisions  do  not  require  excavators  to  post  advance  public  notices  announcing 
pending  excavation  work.  Notices  must  be  posted  at  the  excavation  site  only  while  the  work  is  underway. 

•  Restoration  of  the  Public  Right-of-Way  -  Current  law  requires  excavators  to  restore  the  public  nght-of-way  within 
ten  days,  and  this  timeframe  may  be  extended  in  the  event  of  work  stoppages  resulting  from  stnkes.  When  DPW 
determines  that  an  excavation  project  is  unfinished,  the  utility  is  currently  required  to  return  to  the  worksite  within  48 
hours  or  risk  any  applicable  penalties  if  DPW  conducts  abatement  of  the  site. 

•  Maintenance  of  Excavation  Site  -  Excavators  are  currently  subject  to  general  standards  regarding  site  cleanliness 
and  conduct  of  excavations  which  do  not  specifically  address  the  handling  of  open  trenches  and  excavated  material, 
nor  the  treatment  and  remediation  of  hazardous  materials. 

•  Enforcement  Mechanism  -  Existing  provisions  authorize  the  Director  to  impose  other  administrative  penalties  for 
violations  of  the  excavation  code  and  permit  requirements,  as  may  occur  when  an  excavator  abandons  a  work  site 
without  completing  work.  Under  such  circumstances,  DPW  will  conduct  abatement  as  well  as  assess  applicable 
penalties,  unless  the  violating  entity  corrects  the  work  within  48  hours  of  being  noticed  by  DPW.  In  addition, 
refusals  to  stop  work,  when  ordered  by  DPW,  are  currently  regarded  as  misdemeanors  rather  than  infractions. 

BACKGROUND; 

The  Department  of  Public  Works  (DPW)  maintains  almost  90%  of  San  Francisco's  streets  amounting  to  945  of  the  City's 
1,053  miles  of  streets.  The  remaining  ten  percent  is  maintained  by  the  State,  Port,  other  City  agencies  and  pnvate 
property  owners.  According  to  DPW,  the  amount  of  excavation  work  in  City  streets  is  increasing  as  excavators  such  as 
PGE  and  the  Water  Department  replace  old  pipes,  and  as  telecommunication  companies  install  new  lines  in  City  streets. 
According  to  DPW,  excavation  has  increased  from  approximately  562,000  square  feet  m  Fiscal  Year  1993-94  to 
approximately  720,000  square  feet  in  Fiscal  Year  1997-98  (see  attachment).  DPW  attributes  the  increase  in  street 
excavations  to  four  factors: 

•  An  aging  infrastructure,  which  in  some  instances  is  over  100  years  old,  is  starting  to  fail  and  needs  replacement. 

Currently,  almost  40  percent  of  sewer  excavations  are  conducted  to  address  failing  sewer  systems. 

•  The  economic  boom  has  given  rise  to  major  building  projects  which  must  be  outfitted  with  new  utility  services. 

•  The  expansion  of  new  technology  means  more  households  must  be  equipped  with  lines  for  their  electronic  devices 
such  as  faxes  and  personal  computers. 

•  Deregulation  in  the  telecommunication  industry  means  that  new  pipes  must  be  installed  to  accommodate 
additional  telephone  companies  that  have  emerged  in  recent  years. 

Effect  of  Excavation  on  City  Streets 

The  existing  soil  of  a  typical  San  Francisco  street  is  covered  with  two  layers.  The  "wearing  surface"  consists  of  at  least 
1.5"  of  asphalt,  and  beneath  it  is  the  "pavement  base"  made  of  6  to  8"  of  portland  cement  concrete  as  shown  below: 

"WE.AJRING  SURFACE"=  asphalt  (at  least  1 .5"  thick) 
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"PAVEMENT  BASE"  =  portland  cement  concrete  (6-8"  thick) 


EXISTE^G  SOIL 


Currently,  the  condition  of  every  block  in  the  County  and  City  of  San  Francisco  is  evaluated  by  a  DPW  inspector  every  2 
years.  In  addition.  DPW  relies  on  a  computenzed  Pavement  Management  and  Mapping  System  (PMMS)  which  tracks 
the  condinon  of  City  streets  by  recording  a  description  of  each  City  block,  pavement  condition,  year  last  paved,  and  the 
number  of  utility  trenches.  Each  year,  approximately  500  blocks  are  selected  for  repaving  through  a  computer  program 
w  hich  analyzes  the  type  and  seventy  of  damage,  volume  of  traffic  and  cost  of  required  maintenance.  DPW  sends  the  list 
of  the  500  blocks  to  the  utility  companies  which  compare  DPW's  list  with  their  capital  improvement  program,  so  that 
their  excavation  projects  can  precede  DPW's  repavement  of  targeted  blocks,  which  once  repaved  are  subject  to  a  3-year 
moratorium,  except  for  emergencies.  According  to  DPW,  the  City  incurs  significant  costs  in  repaving  streets.  For 
example,  in  Fiscal  Year  1996-97,  the  City  spent  S14.1million  on  street  maintenance,  and  these  costs  are  currently  borne 
bv  taxpayers  through  the  Sales  Tax,  Gas  Tax  and  State  Grants.  In  Fiscal  Year  1996-97,  these  costs  were  paid  as  follows: 


According  to  DPW,  streets  that  are  newly-paved  are  supposed  to  have  a  life  expectancy  of  20  years.  However,  utility 
cuts  from  excavations  tend  to  reduce  the  pavement  life  of  these  streets  requiring  that  they  be  repaved  much  sooner. 
According  to  DPW,  over  1,483  blocks  in  San  Francisco  contain  ten  or  more  utility  cuts. 

DPW  finds  that  increased  excavation  is  having  an  adverse  impact  on  residents  and  on  the  condition  of  San  Francisco's 
streets.  The  Department  maintains  that  even  though  excavations  are  necessary  to  provide  needed  services  such  as  water, 
gas.  electnc,  cable,  telephone  and  telecommunication  services;  they  also  contribute  to  disruption  in  traffic,  creation  of 
noise  and  dust,  and  cause  damage  to  streets,  particularly  when  trenches  are  restored  poorly.  DPW  adds  that  the 
roughness  of  Cirv'  streets  resulting  from  utility  cuts  can  sometimes  cause  personal  injury  to  people,  damage  bicycles  and 
vehicles,  and  increase  liability  for  the  City  when  citizens  file  claims  for  personal  injury. 

There  are  approximately  12,750  blocks  in  San  Francisco.  In  the  1996-97  fiscal  year,  the  Department  issued  3,064 
permits  for  street  excavations  -  the  equivalent  of  almost  80  miles  of  trenches.  In  the  next  five  years,  DPW  expects  at 
least  4,369  blocks  to  be  affected  by  construction.  During  this  same  period,  DPW  will  pave  2,435  blocks,  while  utility 
companies  are  expected  to  excavate  over  3,500  blocks. 

Excavation,  conducted  this  past  decade  by  private  utilities  working  in  coordination  with  City  agencies,  have  involved  the 
following  projects: 

•  The  City's  cable  television  system  was  rebuilt  and  extended  to  many  new  neighborhoods. 

•  The  Water  Department  replaced  old  pipes  and  removed  lead  water  pipes  which  posed  a  health  hazard. 

•  PG&E  replaced  old  cast  iron  gas  mains  with  stronger  ductile  iron  to  promote  earthquake  safety. 

•  Telecommunication  companies  began  installing  fiber  optic  lines  in  the  downtown  area. 

•  Residents,  concerned  about  safety  and  aesthetics  in  their  neighborhoods,  urged  the  City  to  "underground"  overhead 
utility  wires. 

CQORDI.N.ATIQN:  CULCOP 

Currently,  DPW  does  not  require  excavators  to  participate  in  joint  excavation.  However  through  the  Committee  on 

I  'lility  Liaison  on  Construction  and  Other  Projects  (CULCOP),  managed  by  the  Department  of  Public  Works,  private  and 

public  utilities  are  encouraged  to  coordinate  their  work. 


Gas  Tax 
Sales  Tax 
State  Grants 
Total 


S  2.1  M 
ll.OM 
1.0  M 
S14.1  M 


STUDIES  ON  THE  IMPACT  OF  TRENCH  CUTS  ON  STREETS 
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Pavement  deterioration  is  usually  attributed  to  three  factors:  the  impact  of  traffic  on  streets,  weather,  and  street  trenchmg. 
In  recent  years,  San  Francisco  together  with  the  Cities  of  Austin,  TX,  Burlington,  VT,  Cincinnati,  Kansas  City,  MO,  Los 
Angeles,  Oxnard,  CA,  Phoenix,  and  Sacramento,  have  commissioned  engineering  studies  to  determine  the  effect  of 
trench  cuts  on  streets,  and  whether  these  cuts  cause  more  damage  than  other  factors. 

These  studies  analyzed  pavement  condition  or  serviceability  for  patched  and  unpatched  streets,  some  surveyed  artcnal 
and  local  streets,  and  others  compared  short  term  cuts  less  than  2  years  old  with  long  term  cuts.  In  all  cases,  engineers 
concluded  that  street  cuts  damage  pavement,  and  that  the  damage  extends  beyond  the  area  of  the  cut,  and  reduce 
pavement  life.  In  Sacramento,  Burlington,  Cincinnati,  Kansas  City,  and  Phoenix,  study  results  indicated  a  loss  of 
strength  equivalent  to  0.75  to  1.5"  in  asphalt  concrete  extending  an  average  of  three  feet  beyond  the  edges  of  the  trench. 

•  The  City  of  Oxnard,  CA  -  In  1996,  when  the  City  of  Oxnard,  CA  conducted  its  study,  City  water  and  sewer  crews 
were  responsible  for  96  percent  of  the  streets  cuts,  and  the  City  wanted  to  determine  the  effects  of  trenching  on  city 
streets.  Oxnard's  study  surveyed  76  utility  cuts  in  streets  paved  withm  the  last  15  years,  and  foiind  a  close 
association  between  loss  of  pavement  life  and  pavement  thickness,  concluding  that  inadequate  pavement  thicicness 
resulted  in  poor  street  conditions. 

Utility  companies  have  since  cited  the  Oxnard  study  and  maintained  that  a  distinction  must  be  drawn 
between  "wet"  utilities  which  make  deeper  trenches  and  "dry"  utilities  which  do  not  burrow  the 
ground  as  deeply. 

San  Francisco 's  Study: 

In  San  Francisco,  DPW's  investigation  of  the  impact  of  trench  cuts  on  City  streets  began  in  1983.  The  Department 
selected  239  blocks  at  random  and  directed  engineers  to  survey  each  block.  74.5  %  of  the  blocks  had  trench  cuts,  and 
two-thirds  of  those  blocks  were  poorly  restored,  according  to  a  1984  engineering  report.  These  results  formed  the  basis 
for  the  1985  Excavation  Code  and  DPW  Orders  regulating  street  excavations. 

According  to  DPW,  the  City  has  hired  a  panel  of  experts  to  conduct  engmeenng  studies  and  analysis  to  assess  the  effect 
of  excavation  on  streets.  DPW  reports  that  the  panel  has  provided  engineering  evidence  and  statistical  analyses 
indicating  that  excavation  reduces  the  condition  and  service  life  of  streets. 

The  City's  most  recent  1997  study  was  conducted  in  response  to  a  critique  of  municipal  studies  that  was  done  by  utility 
companies.  The  analysis  focuses  on  a  sample  of  5,204  blocks  of  City-maintained  asphalt  streets.  These  streets  were 
divided  into  five-year  age  groups,  and  by  number  of  cuts  ranging  from  no  cuts,  to  few  cuts  (1  to  2  ),  to  some  cuts  (3  to  9) 
and  finally,  to  many  cuts  (10  or  more).  The  City-sponsored  analysis  studied  the  effect  of  different  vanables.  such  as 
traffic,  age  of  street,  and  street  usage  on  pavement  condition,  and  concluded  that  age  and  number  of  trenches  were  the 
most  significant  variables.  In  addifion,  the  City,  under  the  guidance  of  a  panel  of  engineers  and  a  statistician,  reran  the 
earlier  study  which  had  been  done  by  SFSU  using  updated  PMMS  information  and  used  additional  statistical  analysis. 
The  panel  concluded  that  on  average  pavements  with  utility  cuts  have  lower  condition  scores  than  pavements  without 
cuts;  increasing  the  number  of  cuts  reduces  the  condition  score;  and  that  high  qualit>'  patching  may  reduce  but  not 
eliminate  pavement  damage. 

The  panel  asserted  that  these  conclusions  were  supported  by  data  to  at  least  a  95%  confidence  level,  and  urged  the  Cit\'  to 
proceed  with  an  economic  analysis  to  determine  the  cost  of  pavement  damage  resulting  from  utilit>'  cuts. 

Studies  Challenging  Findings  by  Cities  : 

•  Critique  of  Municipal  Studies-  In  1996,  ufility  companies  such  as  South  California  Edison.  Southern  California  Gas 
Company,  Pacific  Gas  and  Electric  Company,  San  Diego  Gas  &  Electnc  Company.  Pacific  Bell.  AT&T,  and  GTE 
California  commissioned  Construction  Technology  Laboratones,  Inc.  (CTL)  to  review  claims  by  municipal  studies 
that  utility  cuts  reduce  the  pavement  life  of  streets.  CTL's  critiqued"  of  San  Francisco's  study  which  had  been 
conducted  by  San  Francisco  State  University  provided  the  following  cnticism: 
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**  It  questioned  the  reliability  of  the  sampling  methods  employed  in  municipal  studies,  and  specifically  the 
database  information.  CTL  argued  that  San  Francisco's  study  using  the  PMMS  database  did  not  define  the  method 
for  calculatmg  the  age  of  streets.  In  addition,  the  exclusion  of  certain  streets,  including  those  with  slurry  sealing, 
may  have  biased  the  results,  and  that  records  used  at  the  time  may  have  misrepresented  the  age  of  streets. 

**CTL  questioned  the  reliability  of  the  statistical  methods  used  in  the  municipal  studies,  pointing  out  that  the 
broad  scaner  in  data  indicated  there  was  no  reasonable  correlation  between  the  number  of  utility  cuts  and  pavement 
condition. 

**CTL  also  criticized  San  Francisco's  smdy  for  not  accounting  for  variation  in  skill  and  implementation  of 
qualit>'  control  and  quality  assurance  programs  among  utility  companies;  differences  in  soil  type;  size  and  shape  of 
utilit>'  cuts;  and  vanation  in  repair  methods  and  materials  used  by  excavators. 

Street  Excavations  in  other  Jurisdictions: 


The  following  table  illustrates  fee  schedules  in  Los  Angeles,  Sacramento  and  San  Francisco. 

EXCAVATION  FEES  BY  iMUNICIPALITY 


Age  of  Street 
(in  yrs.) 

Los  Angeles 

Sacramento 

San 
Francisco 

Major  St. 

Local  St. 

Longitudinal 
Trenches 

Transverse 
Trenches 

All  Streets 

0-5 

S14.08/sq.  ft* 

$5.15/sq.  ft.* 

$3.50/lin.  ft 

$7.00/lin.  ft 

$3.50/sq.  ft. 

5-10 

11.73 

4.57 

3.00 

8.00 

3.00 

10-15 

9.39 

4.29 

2.00 

4.00 

2.00 

15-20 

3.88 

1.00 

2.00 

1.00 

20-25 

3.43 

1.00** 

2.00** 

*  No  fee  in  first  year.  Excavator  must  repave  entire  block. 
**  Fee  continues  for  life  of  street 


•    Sacramento:  Trench  Cut  Cost  Recovery  Ordinance 

As  of  January  1,  1998,  the  City  of  Sacramento  became  the  first  jurisdiction  in  California  to  implement  a  damage 
assessment  fee  for  utility  trenches.  This  ordinance  also  allows  the  City  to  charge  and  collect  fees,  known  as  damage 
assessment  fees,  for  the  damage  caused  by  trench  cutting  when  excavators  occupy  the  public  right-of-way. 

Sacramento's  Damage  Assessment  Fee  is  based  on  an  engineering  study  by  CHEC  Consultants  Inc.  which  concluded  that 
trench  cuts  cause  severe  damage  to  pavements  and  shorten  the  useful  life  of  streets.  This  fee  is  charged  to  utility 
companies  for  damage  resulting  from  installation  of  new  cables  and  repairs  to  gas  and  sewer  lines. 

Sacramento's  fees  distinguish  between  longitudinal  and  transverse  trenches,  and  charge  higher  fees  for  transverse  fees. 
Fees  for  longitudinal  trenches  range  from  $3.50  per  lineal  foot  for  sfreets  0  to  5  years  old  to  $1.00  per  lineal  foot  for 
streets  older  than  15  years.  These  fees  are  similar  to  those  proposed  in  San  Francisco  for  all  its  sfreets,  except  that  San 
Francisco's  fees  would  be  based  on  square  footage  rather  than  lineal  feet.  Sacramento's  fees  for  fransverse  frenches 
range  from  S7.00  per  lineal  foot  for  streets  0  to  5  years  old  to  $2.00  for  sfreets  older  than  15  years.  These  fees  are  used  to 
repair  streets  in  the  specific  areas  in  which  they  are  collected. 

Whereas  Los  Angeles'  and  San  Francisco'  legislation  does  not  impose  fees  on  streets  older  than  20  years,  Sacramento's 
fees,  on  the  other  hand,  continue  for  the  life  of  a  street  at  $1.00  for  longitudinal  trenches  and  $2.00  for  transverse 
trenches  made  m  streets  older  than  20  years.  The  City  of  Sacramento  has  calculated  estimated  revenues  from  damage 
assessment  fees  as  follows:  City  utilities  are  expected  to  pay  the  most  at  $200,000  a  year  in  excavation  fees;  PG&E's 
damage  assessment  fees  are  expected  to  reach  $150,000  annually;  and  SMUD  and  the  telecommunicafion  companies  are 
expected  to  pay  $50,000  annually. 

Sacramento's  Trench  Cut  Cost  Recovery  Ordinance  also  requires  excavators  to  coordinate  and  make  advance  plans  for 
their  work  in  an  effort  to  minimize  disruption  to  the  public  and  damage  to  sfreets.  Part  of  this  legislation,  is  a  fee-based 

401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


incentive  program  that  rewards  private  and  public  excavators  for  coordinating  their  work.  The  Cit>'  will  adjust  the 
Trench  Cut  Fee  or  exempt  excavators  from  payment  if: 

•  The  excavators'  trenching  and  the  City's  resurfacing  will  occur  on  the  same  fiscal  year. 

•  Trenching  will  occur  on  a  street  with  poor  pavement  rating. 

•  The  excavator  intends  to  overlay  the  entire  lane. 

The  following  table  illustrates  Sacramento's  fee-based  incentive  program: 


Coordination  Level  (in  %)  Trench  Cut  Fee  Refund  (in  %) 


80% 

25% 

90% 

50% 

95  and  above 

Complete  exemption 

According  to  Sacramento's  DPW,  private  utility  companies  in  Sacramento,  such  as  PG&E,  SMUD  and  AT&T,  have 
opposed  the  trench  cut  fee  because  they  believe  that  city  sewer  and  water  works  departments  have  been  responsible  for 
causing  most  of  the  damage  on  streets  since,  prior  to  this  legislation,  they  were  not  required  to  repair  and  restore  their 
trench  cuts  to  the  same  standards  as  other  companies  that  dig  the  City's  streets.  Since  passage  of  Sacramento's  new 
legislation,  City  crews  will  be  held  to  the  same  repair  standards  as  other  companies. 

*  Los  Angeles:  Street  Excavations  and  Fees 

In  February  1998,  the  City  of  Los  Angeles  passed  legislation  on  two  items  which  established  permit  procedures  on 
excavation  in  and  adjacent  to  streets,  and  imposed  a  new  fee,  the  Street  Damage  Restoration  Fee.  The  Excavation  Permit 
Ordinance  prohibits  excavation  in  or  under  public  streets  or  on  private  property  adjacent  to  a  public  street  without  a 
permit  from  the  Board.  Once  a  permit  is  issued,  excavation  must  begin  within  six  months  from  the  date  of  issuance,  and 
will  not  be  extended. 

This  ordinance  also  states  that  all  excavators  will  have  access  to  DPW's  annual  resurfacing  and  reconstruction  program, 
which  they  must  use  to  plan,  schedule,  and  coordinate  their  work  in  order  to  minimize  the  number  of  excavations  on  City 
streets.  Excavators  are  frirther  required  to  conduct  their  work  in  accordance  with  the  safety  provisions  of  Title  8  of  the 
California  Administrative  Code  or  risk  impounding  of  their  deposit  or  bond  until  all  charges  have  been  paid. 

Public  utilities  that  are  regulated  by  the  California  Public  Utility  Commission  and  seek  an  excavation  permit  may  receive 
a  waiver  from  the  Board's  requirement  to  post  a  deposit  if  they  file  an  undertaking  assuming  liability  for  any  claims  or 
costs  arising  from  their  operations  pursuant  to  the  permit  or  other  undertakings  in  relation  to  restonng  the  public  nght-of- 
way.  All  work  in  the  public  right-of-way  must  be  conducted  in  adherence  to  traffic  safety  regulations.  The  ordinance 
makes  further  provisions  regarding  site  maintenance  and  restoration  of  the  street  and  pavement  surface. 

In  addition  to  the  special  deposits,  excavators  must  pay  a  Street  Damage  Restoration  Fee  as  mitigation  against  the 
shortened  pavement  life  resulting  from  trenching  the  streets.  According  to  the  Los  Angeles  DPW,  this  fee  is  based  on 
results  of  a  study  conducted  by  the  City  indicating  that  trenching  causes  damage  to  streets  and  reduces  pavement  life. 
Compared  to  fees  charged  in  Sacramento  and  those  proposed  in  San  Francisco,  the  City  of  Los  .Angeles  imposes  the 
highest  fees.  Charges  are  based  on  the  age  of  the  street  and  whether  work  will  be  on  a  major  street  or  a  local  street.  For 
example,  fees  for  a  major  street  that  is  0  to  5  years  m  age  are  SI 4.08  per  square  foot,  whereas  a  fee  for  a  local  street  of 
similar  age  is  S5.15  per  square  foot.  Thus,  fees  for  older  streets  are  lower  than  those  for  newly  paved  streets  (see 
attachment  1  comparing  Pavement  Damage  Fees  in  Los  Angeles,  Sacramento  and  San  Francisco).  In  addition,  if 
excavation  is  done  in  the  first  year  of  a  newly  paved  street,  the  excavator  will  not  be  charged  a  fee,  but  must  repave  the 
entire  block  instead. 

POLICY  ISSUES: 

1.   Does  the  City  Need  to  Revise  the  Existing  Excavation  Code? 
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According  to  DPW,  its  recent  overview  of  City  streets  has  revealed  that  over  1,483  City  blocks  contain  ten  or  more  utility 
cuts.  In  addition,  DPW  anticipates  that  in  the  next  five  years,  at  least  4,369  of  the  City's  12,750  blocks  will  be  affected 
by  excavations.  Dunng  that  same  penod,  DPW  expects  to  pave  2,435  blocks,  while  utility  companies  are  expected  to  dig 
over  3.500  blocks  as  follows: 


Excavator  Scheduled  Excavation 


PG&E 

2.227  blocks* 

Water  Department 

762  blocks 

Mum 

373  blocks 

Sewers 

223  blocks 

*  includes  sidewalk  repair. 


Based  on  these  findings,  DPW  maintains  that  the  current  Excavation  Code  does  not  sufficiently  allow  the  City  to  regulate 
the  increasing  number  of  street  excavations.  A  revised  Excavation  Code,  according  to  DPW,  is  necessary  to  minimize 
the  impact  of  construction  on  the  public  and  on  City  streets.  DPW  believes  that  by  requiring  coordination  among 
excavators,  expanding  the  public  notification  process,  enforcing  health  and  safety  standards  in  excavation  sites,  and 
imposing  a  new  fee  so  that  excavators  share  the  cost  of  repairing  streets,  and  new  enforcement  measures,  the  proposed 
provisions  will  help  DPW  achieve  these  goals. 

The  Cit\''s  current  Excavation  Code  already  provides  a  Permitting  Program  that  prescnbes  work  in  accordance  with  the 
requirements  of  DPW's  Bureau  of  Engineering  and  DPW  Orders,  requires  DPW  to  provide  Repaving  Notifications 
regarding  its  street  repavement  plans,  provides  limited  regulation  by  DPW  applicable  only  to  private  excavators  and  not 
to  City  departments,  imposes  a  3-year  Moratorium  on  newly-paved  streets,  requires  excavators  to  coordinate  their  work 
with  DPW's  paving  program,  provides  a  limited  public  notification  process  that  does  not  require  excavators  to  post 
advance  public  notices,  provides  for  extensive  guidelines  for  restoration  of  the  public  right-of-way  including  setting 
specific  timeframes  for  restoration  of  the  public  right-of-way  and  for  addressing  unfinished  work,  maintenance  of  the 
excavation  site,  and  an  enforcement  mechanism  that  imposes  penalties  for  any  violations  of  the  Excavation  Code. 

As  proposed,  the  revised  Excavation  Code  would  improve  the  public's  access  to  information  about  excavation  by 
requiring  utility  companies  to  provide  the  public  with  advance  notifications  and  help  identify  utility  companies  that  work 
in  neighborhoods. 

In  addition,  the  increase  in  excavations  in  the  past  5  years  -  from  562,000  square  feet  of  excavated  streets  to  720,000 
square  feet  -  matched  with  public's  demand  for  increased  services,  means  that  municipalities  will  need  to  find  ways  of 
balancing  the  need  for  public  services  with  preservation  of  City  streets.  DPW  believes  that  this  proposed  legislation  will 
enable  the  Cit\'  to  address  those  needs  in  addition  to  enhancing  coordination  of  excavation. 

As  noted  earlier,  Los  Angeles  and  Sacramento  enacted  similar  legislation  this  year.  At  this  early  stage  it  will  be  difficult 
to  assess  what  will  be  the  impact  of  San  Francisco's  legislation.  This  legislation  directs  the  Director  of  DPW  to  submit  a 
written  report  within  eighteen  months  of  passage  to  the  Board  of  Supervisors  on  the  progress  of  this  legislation.  As  a 
way  of  monitoring  the  implementation  of  this  legislation,  the  Board  may  also  consider  requesting  the  Director  of  DPW  to 
provide  an  oral  report  to  the  Board  at  much  closer  intervals  as  well  as  a  written  report. 

Neighborhood  Concerns 

Community  groups  such  as  Planning  Around  Divisadero,  and  Planning  Association  for  the  Richmond  state  that  the 
manner  in  which  excavations  have  generally  been  conducted  has  adversely  impacted  their  neighborhoods.  These  groups 
add  that  excavations  also  interrupt  the  flow  of  businesses  and  result  in  substantial  loss  of  revenue  for  local  businesses  and 
a  decline  in  the  quality  of  life  for  residents.  These  groups  believe  this  proposed  legislation  will  benefit  neighborhoods 
!nc;;!  lousinesses  by  requiring  public  utilities  to  restore  the  public  right-of-way  much  sooner,  by  instituting  an 
■  ■ : ficaiion  process  (regarding  excavations)  which  will  increase  the  public's  awareness  regarding 
n  projects.  These  groups  add  that  a  longer  moratorium  on  street  excavation  is  needed  to  restrain 
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Excelsior  Business  Association,  Ltd.  states  that  excavation  disrupts  neighborhoods  and  when  restoration  of  the  pubHc 
right-of-way  is  performed  poorly,  excavation  can  have  a  blighting  influence  on  a  neighborhood.  To  enhance  the  public 
notification  process,  DPW  should  also  identify  a  DPW  official  who  should  be  contacted  by  residents  or  businesses  to 
report  poorly-restored  excavation  projects. 

These  community  groups  have  also  added  that  the  legislation  should  have  addressed  parking  issues  because  when 
neighborhoods  are  torn  by  trenching,  residents  usually  lose  their  parking  spaces  and  have  to  find  alternative  parking. 
They  believe  the  legislation  should  have  limited  work  to  smaller  blocks  in  order  to  avoid  many  parking  spaces  being  tied 
up  during  the  excavation  period. 

Utility  Concerns 

The  Legislative  Analyst's  Office  has  communicated  with  public  utilities  such  as  Pacific  Bell,  PGE,  TCI  and  the  San 
Francisco  Water  Department  who  have  stated  that  some  aspects  of  the  current  Excavation  Code  need  to  be  revised  in 
order  to  benefit  both  the  excavators  and  the  public.  These  utilities  indicate  that  they  generally  support  coordination  of 
excavation  projects  among  utility  companies  but  add  that  proposed  changes  -  for  example,  requirements  for  joint 
excavation  and  shorter  timefirames  -  must  consider  the  unique  challenges  and  needs  faced  by  each  company.  These 
companies  argue  that  a  stringently  enforced  Excavation  Code  will  place  unrealistic  expectations  on  companies  and 
interfere  with  the  way  utility  companies  conduct  business  and  provide  services.  These  utilities  have  stated  unanimously 
that,  rather  than  revise  the  current  Excavation  Code,  DPW  must  improve  CULCOP  and  make  it  a  more  effective  process. 
They  argue  that  since  CULCOP  is  representative  of  all  the  City  utilities,  it  provides  a  better  structure  for  addressing  the 
City's  problems  regarding  street  excavations. 

Public  utilities  have  indicated  that  while  they  would  prefer  CULCOP  to  be  responsible  for  coordinating  projects,  this 
Committee  currently  needs  to  be  reorganized  in  order  to  make  it  more  effective.  They  suggest  that  participants  should 
include  senior  level  officials  with  authority  to  make  decisions  regarding  excavation  projects. 

The  City  Attorney's  Office  states  that  the  Street  Construction  Coordination  Center  would  incorporate  many  of 
CULCOP 's  functions,  and  it  would  have  the  authority  to  more  effectively  coordinate  excavation  projects. 

2.   Should  the  City  Require  Excavators  to  Coordinate  their  Projects? 

Currently,  DPW's  five-year  plans  are  shared  with  utility  companies  in  order  for  these  companies  to  plan  their 
construction  projects  around  DPW's  repavement  schedule,  and  as  noted  earlier,  joint  excavation  among  utilities  is 
voluntary. 

As  proposed,  coordination  would  be  organized  under  two  mechanisms.  First,  public  utilities  would  be  required  to  submit 
their  5-year  plans  to  DPW.  Second,  utilities  would  be  required  to  participate  in  joint  excavation  if  work  will  be 
performed  in  the  same  area. 

The  City  Attorney's  Office  states  that  the  proposed  provisions  require  utilities  to  provide  DPW  with  their  5-year  plans 
and  in  turn,  DPW  will  develop  its  repaving  program  based  on  the  plans  submitted  by  the  utilities.  This  process  is 
supposed  to  enhance  coordination  and  minimize  disruption  from  excavation  projects.  The  City  Attorney's  Office  states 
that  through  this  process,  utilities  could  realize  cost  savings  by  planning  their  work  around  DPW's  paving  schedule 
before  a  moratorium  is  imposed  on  a  street. 

San  Francisco  does  not  currently  require  utility  companies  to  coordinate  their  projects.  However,  under  the  umbrella  of 
CULCOP,  utilities  are  generally  able,  when  feasible,  to  voluntarily  coordinate  their  projects  .  The  Office  of  the 
Legislative  Analyst  could  not  verify  the  number  of  excavators  who  currently  coordinate  their  projects. 

TCI,  Pacific  Bell,  PGE  and  the  Water  Department  have  indicated  that  they  all  currently  participate  in  joint  excavation, 
when  feasible.  These  companies  state  that  they  support  flexible  enforcement  of  coordination  and  joint  excavation,  when 
appropriate,  and  note  that  they  have  been  able  to  realize  cost  savings  by  collaborating  with  each  other  on  projects.  The 
Water  Department  states  that  it  expects  that  joint  contracting  may  reduce  excavation  costs  by  one  half 
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Pacific  Bell,  and  PGE  add  that  for  companies  that  are  customer-driven,  the  proposed  provision  requiring  stringent 
enforcement  of  coordination  would  adversely  impact  the  ability  of  utilities  to  provide  needed  services  in  a  time-efficient 
manner.  According  to  these  companies,  this  legislation  would  impact  excavation  projects  they  undertake  for  both  their 
residential  and  business  customers. 

As  noted  earlier,  excavators  have  expressed  concern  that  the  coordination  provision  would  interfere  with  their  ability  to 
provide  needed  services  and  adversely  impact  their  business  operations.  However,  since  this  legislation  allows  the  DPW 
Director  to  grant  waivers  "upon  a  showing  of  good  cause"  to  excavators,  it  seems  unlikely  that  the  requirement  for 
coordination  would  adversely  impact  the  ability  of  these  companies  to  operate  and  provide  services  to  customers.  DPW 
ma\ .  how  cN  cr,  want  to  ensure  that  the  waivers  are  not  so  broadly  granted  to  render  the  legislation  ineffective,  consider 
c>;ablisp.:niz  clear  guidelines  to  ensure  that  waivers  are  granted  in  an  equitable  manner,  and  develop  a  system  whereby 
decisions,  regarding  waivers,  will  be  made  on  the  front-end  of  the  permit  application  process  before  excavation  begins. 

Utility  companies  have  indicated  that,  rather  than  codify  the  requirements  for  coordination,  utility  companies  should  still 
be  allowed  to  use  the  mechanism  of  CULCOP  for  coordinating  their  projects.  They  agree  that  CULCOP  would  be  able  to 
achieve  the  same  goals  as  those  proposed  by  this  provision,  without  forcing  companies  to  coordinate  on  construction 
projects.  However,  it  should  be  noted  that  CULCOP  currently  has  no  enforcement  authority  over  utility  companies. 
Instead,  it  provides  companies  a  forum  for  discussing  upcoming  projects  and  an  opportunity  for  companies  to  work 
coordinate  their  projects  when  it  is  feasible  for  them  to  do  so. 

DPW  notes  that  CULCOP  has  not  been  as  effective  as  it  should  have  been  because  participation  is  optional  and  not 
always  at  a  sufficient  decision  making  level. 

If  the  City  requires  utilities  to  coordinate  their  projects,  the  public  would  benefit  from  less  frequent  construction  projects 
on  their  neighborhoods,  utilities  would  realize  cost  savings  through  joint  excavations,  and  the  City  would  better  plan  its 
repaving  program  thus  minimizing  digging  on  newly-paved  streets. 

3.   Do  excavations  cause  more  deterioration  of  streets  than  other  factors? 

Pavement  detenoration  is  usually  attnbuted  to  three  factors:  the  impact  of  traffic  on  streets,  weather,  and  street  trenching. 
According  to  DPW,  the  integrity  of  City  streets  is  undermined  primarily  by  street  excavation  which  involves  use  of 
hea\7  machinen,'  on  the  pavement,  erosion  of  pavement  edges  during  digging,  and  poorly  restored  streets  after  trenching. 

As  indicated  earlier,  municipalities  have  commissioned  engineering  studies  to  determine  the  effect  of  trench  cuts  on 
streets,  and  whether  these  cuts  cause  more  damage  than  other  factors.  To  date,  eight  municipalities,  including  San 
Francisco,  Austin  TX,  Burlington  VT,  Cincinnati,  Kansas  City  MO,  Los  Angeles,  and  Oxnard  CA  have  released  studies 
indicating  that,  compared  to  other  factors,  trench  cuts  reduce  pavement  life  to  a  greater  degree  than  other  factors. 
Engineers  in  these  cities  compared  patched  and  unpatched  streets,  surveyed  arterial  and  local  streets,  compared  newly 
patched  streets  to  those  with  long  term  cuts,  and  concluded  that  street  cuts  contnbuted  to  reduced  pavement  life  in  and 
around  the  trench. 

Utility  companies  have  challenged  claims  made  by  municipalities  that  link  the  deterioration  of  streets  to  trench  cuts.  To 
bolster  their  arguments,  they  have  presented  the  1996  CTL  critical  analysis  which  questioned  the  validity  and  reliability 
of  statistical  and  engineering  methods  used  in  municipal  studies,  claiming  that  study  results  did  not  indicate  a  reasonable 
correlation  between  the  number  of  utility  cuts  and  pavement  condition.  They  have  also  questioned  the  omission  of 
factors  which  they  believe  contribute  to  the  poor  condition  of  streets,  such  as  variations  among  utility  companies  in  skill 
level,  quality  control  and  quality  assurance  programs,  differences  in  underlying  soil  types,  size  and  shape  of  utility  cuts, 
and  street  restoration  methods. 

DPW  has  conducted  a  number  of  studies  on  pavement  condition,  the  most  recent  of  these  was  conducted  between  199? 
and  I ■  mT  engineers  and  statisticians  who  were  hired  by  DPW  to  respond  to  criticism  of  municipal  studies 

by  uti!,  I  lie  City-sponsored  study  concluded  that,  in  terms  of  loss  of  pavement  life,  age  of  street  and 

numhc:  i.u  were  more  significant  variables  (than  traffic  or  street  usage)  to  at  least  a  95  percent  confidence 

level  (sec  attached  graph).  For  example  on  streets  that  are  between  0  to  5  years  old,  a  street  with  no  cuts  has  a  higher 
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pavement  condition  score  (up  to  85)  than  one  with  over  10  cuts  (pavement  score  of  64  out  of  a  possible  total  score  of 
100). 

i  It  should  be  noted  that  while  municipal  studies  make  a  case  for  the  relationship  between  street  cuts  and  loss  of  pavement 
i  life,  these  studies  do  not  dismiss  the  effect  of  other  variables,  such  as  traffic  and  weather,  on  the  condition  of  City  street, 
j  but  seek  to  demonstrate  that,  compared  to  these  vanables,  trenching  has  a  more  detrimental  effect  on  streets.  The  earlier 
j  study  by  the  San  Francisco  State  University  (SFSU)  even  concludes  that  on  asphalt  streets  with  less  than  three  cuts, 
[  streets  tend  to  have  a  service  life  of  26  years,  whereas  on  similar  streets  with  9  or  more  cuts,  service  life  drops  to  1 3 
!  years.  DPW  adds  that,  even  when  streets  are  restored  well,  pavement  life  is  still  compromised  because  trenching 
I  weakens  the  pavement  edges  surrounding  the  trench  causing  the  pavement  to  cave  in  or  crack. 

4.   Does  the  City  Need  to  Impose  the  Street  Damage  Restoration  Fee? 

DPW  states  that  based  on  study  results  indicating  that  utility  cuts  reduce  the  pavement  life  of  streets,  it  has  determined 
that  utilities  must  bear  some  of  the  costs  of  repaving  streets.  DPW  has  proposed  a  new  fee,  the  Street  Damage 
Restoration  Fee,  which  would  provide  a  partial  cost  recovery  to  the  City  for  excavation  costs. 

If  adopted,  San  Francisco  would  join  Los  Angeles  and  Sacramento  as  junsdictions  that  have  recently  begun  imposing 
excavation  fees.  DPW  states  that  it  has  determined  that  the  City  could  collect  approximately  SI  million  annually  from 
the  Street  Damage  Restoration  Fee.  According  to  DPW,  funds  from  this  fee  would  be  used  to  repave  streets. 

Utility  companies  have  expressed  their  opposition  to  this  new  fee  and  have  stated  that  they  consider  this  proposed  fee 
taxation  on  utilities  by  the  City.  According  to  the  City  Attorney's  Office,  the  Street  Damage  Restoration  Fee  is  not  a  tax 
because  it  will  not  generate  revenue  for  the  City,  but  would  instead,  provide  the  City  with  a  cost  recovery  for  expenses 
incurred  by  the  City  from  excavations,  and  that  any  funds  generated  from  this  fee  would  be  used  for  paving. 

Pacific  Bell  has  also  complained  that  this  proposed  fee  is  "not  business  friendly"  because  it  does  not  reward  excavators 
who  provide  "high  quality  restoration."  Pacific  Bell  adds  that  most  utilities  are  likely  to  pass  the  cost  of  this  fee  to  their 
customers.  In  addition,  Pacific  Bell  argues  that  imposition  of  this  fee  could  delay  new  services  as  providers  decide 
between  paying  the  fee  and  avoiding  payment  by  delaying  services  until  such  that  they  can  schedule  their  work  to 
coincide  with  the  City's  repavement  schedule  (DPW  exempt  payment  for  work  that  is  coordinated  with  its  repavement 
schedule).  Pacific  Bell  has  indicated  that  the  City  must  provide  more  incentives  for  companies  that  provide  conduits  that 
benefit  multiple  utilities  by  waiving  the  excavation  fee. 

Similar  to  Sacramento,  DPW  has  indicated  that  it  will  exempt  utilities  from  the  Street  Damage  Restoration  Fee  under 
certain  conditions.  For  excavations  that  are  done  in  San  Francisco,  an  exemption  would  be  granted  if 

•  Excavation  is  coordinated  with  the  City's  paving  program. 

•  A  street  is  over  20  years  old. 

•  Installation  is  minor  and  completed  within  24  hours. 

•  Excavation  includes  resurfacing  of  block  or  all  affected  traffic  lanes. 

•  Work  is  done  on  sidewalks  or  concrete  streets. 

The  Sfreet  Damage  Restoration  Fee  may  also  be  waived  if  an  applicant  installs  a  conduit  for  Cit\'  use.  The  Cit\'  would  be 
required  to  make  any  remaining  space  on  that  conduit  available  to  subsequent  Applicants  to  avoid  further  excavation  on 
that  block. 

DPW  reports  that,  unlike  Los  Angeles  whose  excavations  fees  are  four  times  the  amount  of  San  Francisco's  proposed 
fees,  excavators  in  San  Francisco  will  only  be  paying  a  portion  of  the  total  costs.  DPW  adds  that  despite  the  high  cost  of 
paving  paid  by  the  City  (in  FY  96-97,  paving  costs  totaled  SI 4.1  million)  and  the  Department's  economic  analysis 
estimating  that  the  annual  damage  from  excavations  ranges  between  S3. 3  million  and  55. 1  million  annually,  the  Street 
Damage  Restoration  Fund  is  only  expected  to  generate  approximately  SI  million  per  year,  short  of  the  annual  costs  of 
repavement  estimated  at  S14  million  based  on  FY  96-97  figures. 
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Even  though  excavators  would  be  exempted  from  the  Street  Damage  Restoration  as  indicated  above,  utilities  claim  that  it 
is  still  likely  that  once  the  City  approves  imposition  of  this  fee,  public  utilities  are  likely  to  pass  on  this  new  cost  to  their 
customers.  Since  street  paving  flmds  currently  originate  largely  from  taxpayers  through  the  Gas  Tax  and  Sales  Tax,  if 
utilities  do  mdeed  pass  this  cost  to  their  customers,  ratepayers  would  be  further  burdened  and  expected  to  shoulder  these 
additional  costs.  However,  as  noted  earlier,  this  legislation  would  lower  repavement  costs  by  providing  a  partial  cost 
recover.'  through  the  Street  Damage  Restoration  Fee. 

5.  How  \\  ouid  a  5  year  Moratorium  Impact  Technological  and  Utility  Improvements? 

Under  e.\istin>z  law  ,  the  moratonum  on  newly-paved  streets  is  three  years,  except  for  emergencies.  DPW  reports  that 
under  current  regulations,  1 1%  of  newly-paved  streets  are  still  cut  in  the  first  3  years.  According  to  DPW,  extending  the 
moratonum  represents  part  of  the  City's  efforts  to  minimize  the  impact  of  construction  on  sfreets.  Utilities  have 
expressed  concern  over  the  impact  of  this  legislation  on  their  ability  to  install  technological  improvements. 

As  proposed,  this  legislation  is  not  likely  to  restrict  the  installation  of  new  technology  or  other  utility  improvements  since 
it  authorizes  the  Director  of  DPW  to  grant  waivers  for  a  showing  of  good  cause  or  for  the  deployment  of  new  technology 
that  is  in  keeping  with  City  policy,  or  for  emergencies. 

PG&E  states  that  the  proposed  moratorium  is  inflexible  and  could  restrain  franchise  obhgations  of  utility  companies. 
PG&E  adds  that  if  the  moratonum  provides  for  contingencies,  such  as  emergencies,  then  it  would  be  less  burdensome  on 
utilirs'  companies,  except  when  it  is  imposed  on  new  building  projects  which  normally  require  substantial  digging  to 
install  new  services. 

Pacific  Bell  has  pointed  out  that  the  5-year  moratorium  would  impact  the  company's  ability  to  provide  services  and 
install  new  technology.  Pacific  Bell  maintains  that  the  City's  moratorium  should  grant  waivers  in  order  to  facilitate  the 
deployment  of  new  technologies.  Pacific  Bell  has  also  suggested  that  permits  issued  for  moratorium  streets  could 
contain  additional  conditions  regarding  restoration  of  the  public's  right-of-way. 

Excelsior  Business  Association,  Ltd.  (EBA)  states  that  the  five-year  moratorium  must  be  enforced  strictly  by  DPW  in 
order  to  minimize  the  impact  of  french  cuts  on  sfreet  condition.  EBA  suggests  that  whenever  DPW  grants  a  waiver 
allowing  an  excavator  to  dig  in  a  moratorium  street,  that  excavator  should  be  required  to  repave  the  entire  block  in  which 
the  work  was  done. 

DPW  has  stated  that  the  increase  in  street  excavations  is  partly  attributed  to  the  expansion  of  the  computer  industry,  the 
proliferation  of  telecommunication  companies,  and  other  technological  changes.  This  means  that  more  households  must 
be  equipped  with  lines  for  their  electronic  devices  such  as  faxes  and  personal  computers,  and  to  deregulation  in  the 
telecommunication  industry  enabling  the  installation  of  new  pipes  needed  to  accommodate  additional  telephone 
companies  that  have  emerged  in  recent  years. 

The  Board  could  consider  maintaining  the  3 -year  moratorium,  but  charge  higher  restoration  fees  for  sfreets  that  are  3  to  5 
years  old. 

6.  Will  the  Revised  Excavation  Code  Require  Changes  in  DPW's  Operations? 

This  proposed  legislation  authorizes  the  Director  to  create  the  Sfreet  Construction  Coordination  Center  charged  with 
planning  and  coordinating  excavation  in  the  public  right-of-way.  DPW  reports  that  the  mechanism  for  this  new  entity  is 
already  in  place.  The  difference  will  be  in  the  creation  of  the  four  new  positions  -  the  Civil  Engineering  Assistant  II  to 
address  permits  and  enforcement,  a  Special  Assistant  and  a  Principal  Clerk  who  will  address  public  information,  and  a 
Special  Assistant  XVII  for  Management  and  Administration  of  the  Center.  The  funding  for  the  staffing  and  many  of  the 
other  functions  is  already  in  place  and  provided  through  the  General  Fund  and  receipts  from  Excavation  Fees. 

I  '  L  ()st  of  these  new  positions,  which  are  expected  to  total  $161,000  during  the  first  year  (FY98-99), 

I  he  Excavation  Fund  which  currently  has  a  fund  balance  of  $1.8  million.  In  subsequent  years,  DPW 
.     ..  .  .  i^tiiig  funding  stream  from  the  General  Fund  and  Excavation  Fees  would  be  supplemented  by  the 

l:xcavation  fund,  and  all  these  funds  would  support  all  the  activities  of  the  Center,  which  in  coming  years  are  expected  to 

401  \  an  Ncs;.  .Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
I  clephone  (41 5)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


total  $1.3  million  (see  attachment  for  a  full  accounting  of  projected  costs  and  anticipated  fundmg).  DPW  states  that  the 
proposed  Excavation  Fees  would  be  expected  to  mcrease  by  $40,000  annually. 


Options: 

1 .  Approve  the  ordinance  as  proposed. 

2.  Amend  the  ordinance  to  maintain  the  3-year  moratorium,  but  charge  higher  restoration  fees  for  streets  that  are  3  to  5 
years  old. 

3 .  Direct  DPW  to  do  the  following: 

a)  As  a  way  of  monitoring  the  implementation  of  this  legislation,  the  Board  may  consider  directing  the  Director  of 
DPW  to  present  an  oral  report  to  the  Board  at  regular  intervals  (e.g.  semi-annually),  in  addition  to  the  written  report 
which  will  be  provided  within  eighteen  months  of  passage. 

b)  Require  DPW  to  develop  clear  guidelines  for  granting  waivers  to  ensure  that  waivers  are  granted  equitably  and 
without  undermining  the  intent  of  the  legislation. 

c)  Work  with  the  Department  of  Technology  and  Information  Systems  to  identify  new  technologies  and  develop  City 
policy.  The  Director  of  DPW  could  then  utilize  that  City  policy  to  determine  which  technologies  would  qualify  for  a 
waiver  on  moratorium  streets. 

d)  Impose  conditions  requiring  excavators  who  receive  waivers  on  moratorium  streets  to  repave  the  entire  block  in 
which  the  work  is  done. 

4.  Do  not  approve  the  ordinance.  DPW  will  rely  on  the  existing  Excavation  Code  to  regulate  street  excavations  in  San 
Francisco. 


Prepared  By:  Clarice  Duma,  Legislative  Analyst  (415/  554-7782) 
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Pavement  Condition  Score 


FUNDING  PLAN 
STREET  CONSTRUCTION  COORDINATION  CENTER 


ITEM 


EXPENSES: 


FY  00-01 


PLANNING  GROUP 


1  -  5204  Asst  Civil  Engineer 

S 

105,000 

s 

90,000 

$ 

93,000 

1  -  5364  Civil  Eng  Associate  I 

s 

92,000 

$ 

79,000 

$ 

81,000 

1  -5382  Student  Trainee  III 

$ 

68,000 

s 

58,000 

$ 

6oio00 

Scheduling  Consultant 

s 

30,000 

PERMITS  &  ENFORCEMEINT 

1  -  623 1  Sr  Street  Inspector 

s 

89,000 

s 

92,000 

$ 

95,000 

4  -  6230  Street  Inspector 

$  305,000 

$ 

316,000 

$ 

32^000 

0.5  -  5362  Civil  Eng  Asst  II* 

s 

9,000 

$ 

18,000 

$ 

19,000 

1  —  5364  Civil  Eng  Assoc  I 

$ 

76,000 

$ 

79,000 

$ 

81,000 

Svcs  of  BSM  (part  of  MIS  Group) 

s 

130,000 

s 

75,000 

$ 

78^000 

Svcs  of  SFPD  (50%  of  Motorcycle  Ofcr) 

s 

25,000 

s 

26,000 

$ 

27,000 

Svcs  of  DPT  (50  %  of  Asst  Trf  Engr) 

$ 

24,000 

$ 

50,000 

$ 

51,000 

PUBLIC  INFORMATION 

1  -  1368  Spec  Asst  IX  (DPW  Svc  Rep)* 

$ 

41,000 

$ 

85,000 

$ 

88,000 

1  —  1408  Principal  Clerk* 

$ 

36,000 

$ 

75,000 

$ 

77,000 

MANAGEMENT  &  ADMINISTRATION 

1  -  1376  Spec  Asst  XVII* 

s 

75,000 

$ 

155,000 

$ 

160,000 

1  -  1426  Clerk  Typist 

$ 

60,000 

$ 

62,000 

$ 

64,000 

MATERIALS/SUPPLIES/EQUIPMENT 

Electronic  Permitting  System 

$ 

300,000 

$ 

100,000 

Non-Labor  Costs  (Vehicles,  tng,  etc.) 

s 

30.000 

s 

31.000 

$ 

32.000 

TOTAL  EXPENSES 

Sl,495,000 

$1^91,000 

S1^33,000 

FUND  SOURCES: 

GENERAL  FUND 

s 

335,000 

s 

335,000 

$  335,000 

EXCAVATION  FEES 

s 

800,000 

$ 

840,000 

$  882,000 

EXCAVATION  FUND 

TOTAL  FUND  SOURCES 

*  New  positions 

Assumptions: 

221  working  days  (1768  hours)  per  year 
BOE  OH  =  1 1 5% 
BSM  OH  =78% 


S  360.000 


$  116.000 


$1,495,000        $1,391,000  $1^33,000 


3.5%  annual  raises 

5%  per  year  increase  in  excavation 


c/mydoc/sccc  funding  plan 
vbt  9/22/98 
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EXECUTIVE  SUMMARY  '  ^ 
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PUBLIC  LIB.aARt 

Requested  Action 

A  motion  passed  by  the  Board  (File  98-1509)  requests  that  the  Legislative  Analyst  study  and  report  to  the  Board 
on  living  wage  ordinances  in  effect  in  other  jurisdictions  and  to  identify  associated  policy  issues.  A  companion 
resolution  (file  98-1508)  would  create  a  15-member  task  force  to  study  the  living  wage  issue.  The  task  force 
would  be  composed  of  11  members  appointed  by  the  Board  of  Supervisors  and  4  members  appointed  by  the 
Mayor.  The  task  force  is  charged  with  examining  legislation,  proposals  and  studies  of  the  impact  of  hving  wage 
ordinances  and  reviewing  City  legislation  prior  to  Board  action.  The  task  force  expires  six  months  after 
approval  of  the  resolution. 

Background  Summary 

More  than  20  cities  and  counties  have  adopted  some  form  of  a  "Living  Wage"  ordinance  (LWO),  including 
Oakland,  Los  Angeles,  Pasadena  and  West  Hollywood.  Baltimore  was  the  first  city  to  adopt  this  requirement, 
doing  so  in  1994.  Most  of  the  laws  have  been  enacted  in  the  past  two  years.  The  general  concept  as  put  forth 
by  proponents  is  that  an  LWO  guarantees  that  employees  who  provide  a  service  to  local  government  will  be 
paid  a  minimum  wage  which  meets  the  local  cost  of  living. 

•        Most  LWOs  require  contractors  who  provide  services  to  a  city  or  county  government  (typically  such 
things  as  security  and  janitorial)  to  pay  a  minimum  wage  which  is  above  the  applicable  state  or  federal 
minimum  wage. 


Most  LWOs  set  some  minimum  threshold  for  the  contract  to  come  under  the  requirement  (S5,000  and 
$25,000  most  often),  and  some  exempt  non-profit  organizations  or  small  employers. 

Some  LWOs  go  further,  however,  requiring  compliance  from  all  contractors  (not  just  some  ser\  ice 
providers)  and  also  including  recipients  of  city  financial  aid,  such  as  grants  and  tax  abatements.  Those 
jurisdictions  which  include  financial  aid  recipients  in  their  scope  all  set  SI 00,000  recei\  ed  as  the 
minimum  threshold,  except  for  Philadelphia,  which  uses  $50,000. 


Major  Findings 


Most  jurisdictions  with  LWOs  set  an  actual  amount  for  the  minimum  wage,  generally  about  S7.50  an 
hour  for  1998,  while  other  jurisdictions  benchmark  their  wage  rate  to  the  federal  poverty  level. 
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in  addition  to  the  minimum  wage,  some  cities  and  counties  have  added  health  care  requirements,  time- 
olTprox  isions,  COLA  adjustments,  and  hiring  requirements  to  the  basic  wage  rate  mandate. 

Opinion  is  very  split  on  LWOs.  LWO  advocates  include  unions  and  low  income  groups,  and  they  assert 
that  service  contractors,  in  the  absence  of  a  requirement,  will  not  pay  their  workers  a  wage  adequate  to 
cover  living  expenses.  LWO  opponents,  often  business  associations,  argue  that  another  mandated 
requirement  will  discourage  job  creation  and  lead  to  higher  costs. 

LWOs,  sometimes  explicitly,  have  a  limiting  effect  on  contracting  out  by  requiring  contractors  to  pay  a 
wage  higher  than  the  state  or  federal  minimum  wage  ~  this  may  result  in  less  cost  saving  to  the 
jurisdiction.  LWO  proponents  believe  this  to  be  beneficial,  as  the  jobs  preserved  are  at  higher  wage 
levels,  provide  benefits  and  may  include  union  protection. 

A  LWO  is  not  an  increase  in  the  minimum  wage  for  all  employers  in  a  city.  LWOs  apply  only  to 
businesses  holding  city  or  county  contracts. 


POLICY  BACKGROUND 

Current  Law/Practice 

San  Francisco  has  no  living  wage  provisions  at  present.  Construction  contracts  contain  "prevailing  wage" 
requirements  (usually  the  union  wage  for  that  trade).  With  the  exception  of  parking  lot  attendants,  there  are  no 
prevailing  wage  requirements  for  service  contracts,  and  in-home  health  care  workers  are  the  only  contract 
employees  paid  a  set  wage. 

Background 

Baliimore  adopted  the  first  LWO,  following  efforts  at  Johns  Hopkins  University  to  enact  similar  requirements 
on  their  service  contractors.  Since  then,  24  other  cities  and  counties  have  adopted,  or  are  considering,  LWOs. 
Among  large  cities  in  California,  Los  Angeles,  Oakland  and  Pasadena  have  adopted  fairly  comprehensive 
LWOs  which  include  health  care  requirements  and  financial  aid  recipient  coverage;  San  Jose  is  studying  the 
issue.  Santa  Clara  County  has  adopted  a  more  limited  measure  that  provides  tax  rebates  for  employers  who 
meet  various  living  wage  criteria. 

LWOs  are  somewhat  different  than  prevailing  wage  laws,  although  both  accomplish  a  similar  goal,  which  is  to 
raise  wages  for  affected  employees  to  higher  levels.  Technically,  New  York  City's  LWO  is  a  prevailing  wage 
law,  which  requires  the  City  Controller  to  make  an  administrative  finding  as  to  wages  prevaihng  for  certain  job 
classifications,  which  then  sets  the  rate  city  contractors  must  pay  their  employees  in  those  classes.  Similarly, 
Rhode  Island  and  Massachusetts  have  prevailing  wage  laws  which  apply  to  work  beyond  construction.  At  the 
federal  level,  the  Davis-Bacon  act  requires  the  payment  of  prevailing  wages  on  construction  projects,  some  30 
states  have  "little"  Davis-Bacon  acts  extending  construction  project  coverage  on  state  (and  local)  projects. 

i'art  oflhc  impetus  for  LWOs  is  the  gap  between  the  minimum  wage  and  minimum  income  needs  (for  example, 
defined  as  the  poverty  line  for  a  family  of  three  or  four).  Using  this  analysis,  the  current  federal  minimum 
wage,  in  a  full-lime  job,  produces  only  80%  of  the  income  needed  to  meet  the  3-person  poverty  threshold.  This 
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is  in  contrast  with  the  high  water  mark  for  the  minimum  wage  (in  constant  dollars),  which  was  in  1 968.  in  that 
year,  a  full-time  minimum  wage  job  produced  117%  of  the  income  needed  to  meet  the  3-person  poverty 
threshold.  The  minimum  wage  is  slightly  higher  in  California  (60  cents  more  an  hour),  but  our  cost  of  living  is 
higher  than  many  areas  of  the  United  States. 


Here  is  a  table  of  LWOs  nationwide: 


JURISDICTION 

LWO  STATUS 

Albuquerque 

Studying  the  Issue 

Baltimore 

Enacted  1994 

Boston 

Enacted  1997 

Buffalo 

Studying  the  Issue 

Chicago 

Enacted  1998 

Cook  County  (Chicago) 

Enacted  1998 

Duluth 

Enacted  1997 

Durham 

Enacted  1998 

Jersey  City 

Enacted  1996 

Los  Angeles 

Enacted  1997 

Madison 

1st  Reading  8/98 

Milwaukee 

Enacted  1995 

Milwaukee  County 

Enacted  1997 

Mirmeapolis 

Enacted  1997 

New  Haven 

Enacted  1997 

New  York 

Enacted  1996 

Oakland 

Enacted  1998 

Pasadena 

Enacted  1998 

Philadelphia 

Enacted  1998 

Portland,  OR 

Enacted  1996 

San  Jose 

Studying  the  Issue 

St.  Paul 

Enacted  1997 

West  Hollywood 

Enacted  1997 

Although  all  LWOs  are  similar  in  their  intent,  there  are  variations.  Broadly,  these  variations  concern  the 
businesses  or  organizations  covered  by  the  LWO,  required  benefits  and  exemptions.  The  following  table 
summarizes  the  main  provisions. 
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JIRISDICTION 

CONTRACT 
THRESHOLD 

CONTRACTOR 
COVERAGE 

FINANCIAL  AID 
RECIPIENTS? 

(grants,  tax 
abatements,  etc.) 

EXEMPTIONS 

REQUIRED 
WAGE 

(w/o  health  care) 
(as  of  9/98) 

Balliniorc 

$5,000 

Construction 
and  Service 

No 

None 

$7.70 

Boston 

525,000 

All 

Yes 

Small  employers 

$7.50 

Chicago 

All 

Parking,  clerical, 
janitors,  security, 
home  health  care, 
elevators,  laborers 

No 

Non-profits 

$7.60 

Cook  County 

All 

All 

No 

Non-profits 

$7.60 

Duluth 

$25,000 

All 

No 

None 

$6.50/$7.25 

Durham 

All 

Service 

i>0 

Non-profits 

Poverty-level 
for  family  of  4 

Jersey  City 

$7,500 

Security,  food 
service,  janitors, 
clerical 

No 

None 

$7.50 

Los  Angeles 

$25,000 

Service 

Yes 

Small  Fin.  Aid 
recipients,  non- 
profits 

$7.25/$8.50 

Madison 

$5,000 

Service 

Yes 

Non-profits 

$7.50 

Milwaukee 

$5,000 

Service 

No 

None 

Poverty-level 
for  family  of  3 

Milwaukee  Co 

All 

Janitors, 

security,  parking 

No 

Temporary/ 
seasonal  work 

$6.25 

Minneapolis 

New  Contracts 

All 

Yes 

Small  employers 
and 

intermediaries 

110%  of 
Poverty-level 
for  family  of  4 

New  Haven 

All 

Food  service, 
security,  janitors, 
clerical, 
transportation 

No 

Non-profits 

105%  of 
Poverty-level 
for  family  of  4 

New  ^'ork 

All 

Security,  janitors, 
food  service,  clerical 
temps 

No 

Non-profits 

Annual 
determination 
by  Controller 

Oakland 

$25,000 

Service 

Yes 

Small  employers 

$8.00/$9.25 

Pasadena 

$25,000 

All 

No 

None 

$7.25/$8.50 

Philadelphia 

All 

Landscaping,  bidg. 
maint.,  janitors, 
security,  laborers, 
elevators  and  some 
bldg.  trades 

Yes 

None 

$7.60 

Ponland,  OR 

All 

Janitors,  security, 
parking,  clerical 
temps 

None 

$7.50 

Santa  Clara  Co 

N/A 

N/A 

Yes 

None 

$10.00 

St.  Paul 

N/A 

N/A 

Yes 

Small  employers 
and 

intermediaries 

Poverty-level 
for  family  of  4 

West 

llulKu,„,(l 

$25,000 

Service 

No 

Non-profits 

$7.25/$8.50 
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There  are  some  jurisdictions  which  have  adopted  provisions  which  go  beyond  the  basic  elements  of  an  LWO. 
The  most  typical  are  requirements  for  health  care  coverage,  or  higher  wages  in  Heu  of  heaUh  care  coverage.  The 
following  table  illustrates  this  option: 


JURISDICTION 

HEALTH  CARE  REQUIREMENT 

Boston 

Requires  heahh  care  coverage 

Jersey  City 

Requires  $2,000  annually  toward  health  care  coverage 

Los  Angeles 

Coverage  or  additional  $1 .25/hour 

Oakland 

Coverage  or  additional  $1 .25/hour 

Pasadena 

Coverage  or  additional  $1. 25/hour 

Philadelphia 

Requires  health  care  coverage 

West  Hollywood 

Coverage  or  additional  SI  .25/hour 

Naturally,  there  are  other  differences  between  various  LWOs: 


Boston 

Ordinance  also  covers  tenants  of  City-subsidized  property  (such  as  groups  receiving  reduced  or  free 
rent).  Requires  use  of  hiring  hall  for  new  contractor  employees. 

Baltimore 

Requires  minimum  8-hour  days,  with  40-hour  weeks  recommended. 
Durham 

City  may  subject  a  non-profit  to  LWO  requirements  by  vote  of  City  Council. 
Los  Angeles 

Requires  both  12  compensated  and  10  uncompensated  days  off  annually. 
Madison 

Wage  rises  to  110%  of  Poverty-level  for  family  of  4  in  2001 . 

Milwaukee  County 

Ordinance  sunsets  in  2000. 

New  Haven 

Wages  rise  to  120%  of  Poverty-level  for  family  of  4  in  2001.  Requires  use  of  hiring  hall. 
New  York 

This  is  not  a  true  LWO.  New  York's  ordinance  requires  city  contractors  in  certain  fields  to  pay 
"prevailing  wage,"  which  is  determined  annually  by  the  City  Controller. 
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Oakland 

Ordinance  also  covers  tenants  of  City-subsidized  property.  Requires  12  compensated  and  10 
uncompensated  days  off  annually. 

Philadelphia 

Requires  use  of  hiring  hall. 

Portland,  OR 

Wages  rise  to  $8.00  an  hour  in  2000. 

St.  Paul 

This  policy  covers  recipients  of  financial  aid,  but  does  not  cover  city  contractors. 
Santa  Clara  County 

This  is  not  a  true  LWO.  This  ordinance  provides  tax  credits  to  companies  complying  with  various 
provisions,  including  payment  of  wages  of  at  least  $10  an  hour. 

West  Hollywood 

Ordinance  requires  that  temps  hired  by  the  city  be  paid  at  least  $9/hour  by  their  agency.  Requires  12 
compensated  and  1 0  uncompensated  days  off  annually. 

I  CA  TEGORIES  OF  LIVING  WA GE  ORDINANCES 

Roughly,  the  LWOs  in  place  nationwide  can  be  broken  down  into  three  groups: 

A.  Minimal  requirements  ~  basically  just  setting  a  minimum  wage  for  contractors:  Baltimore, 
Chicago,  Cook  County,  Durham,  Jersey  City,  Milwaukee,  Milwaukee  County,  New  Haven, 
New  York,  Portland  (10). 

B.  Contractor  &  Financial  Aid  Recipients  ~  goes  the  extra  step  of  including  financial  aid  and/or 
health  care:  Duluth,  Los  Angeles,  Madison,  Minneapolis,  Oakland,  Pasadena,  West  Hollywood 
(7). 

C.  Maximum  requirements  ~  sets  minimum  wage,  includes  financial  aid  and  health  care  as  well 
as  other  requirements  such  as  hiring  halls:  Boston,  Philadelphia  (2). 

Santa  Clara  County  and  St.  Paul  don't  fit  well  into  any  category  (2).  Total  LWOs  =  21 
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ANALYSIS 

Experience  of  Other  Jurisdictions 

•  Only  Four  Cities  Have  Had  L  WOs  in  Place  More  Than  2  Years 

The  experience  of  other  communities  provides  limited  information  on  impact,  as  most  of  these  ordinances  have 
been  adopted  very  recently.  Of  those  in  existence  for  more  than  two  years,  reports  thus  far  from  purchasing  and 
contracting  officials  in  those  cities  indicate  relatively  few  significant  administrative  or  operational  problems. 
Milwaukee's  DPW-Administrative  Services  Division,  Jersey  City's  Purchasing  Office  and  Portland's 
Procurement  &  Purchasing  Section  reported  no  cost  increases  attributable  to  the  new  practice,  and  both  reported 
no  major  administrative  hurdles  in  implementing  the  policy.  Milwaukee  noted  that  the  required  wage  "is  close 
or  at  the  market  wage  anyway,"  indicating  that  the  effect  of  their  ordinance  may  not  be  that  large.  Portland 
reported  that  medium  and  larger  service  contractors  have  been  pleased  with  the  LWO  as  it  makes  their  bids 
more  competifive  with  small  firms. 

•  Baltimore 's  Experience 

Baltimore,  the  first  city  to  adopt  an  LWO,  has  had  four  years  of  implementation  experience,  and  did  note  an 
increase  in  contract  prices  to  the  city  after  implementation.  Baltimore's  Purchasing  Director  indicated  that 
administration  and  enforcement  of  the  ordinance  had  proceeded  relatively  smoothly  and  noticed  no  difference  in 
the  profile  of  firms  bidding  on  service  contracts.  Baltimore's  Board  of  Estimate  (the  enforcing  agency) 
indicated  that  an  additional  fijll-time  employee  has  been  needed  to  ensure  compliance  with  the  ordinance. 
Baltimore  also  noted  that  the  cost  increase  has  caused  some  departments  to  re-think  their  plans  for  service 
delivery,  considering  such  alternatives  as  changing  the  scope  of  contracts,  providing  the  service  in-house  and 
investigating  technological  improvements.  Baltimore  contracts  out  about  $26  million  in  city  serv  ices.  A  study 
after  two  years  of  the  Balfimore  LWO  indicated  no  significant  change  in  the  overall  cost  of  contracts  to  the  city 
or  in  the  number  of  firms  bidding  on  city  contracts. 

•  Business  Groups  Oppose,  Labor  Supports  L  WOs 

Chambers  of  Commerce  have  opposed  LWOs.  The  Greater  Milwaukee  Association  of  Commerce  (GMAC) 
opposed  enactment  several  years  ago  and  maintains  the  same  position  today.  They  believe  that  passage  of  an 
LWO  sends  a  bad  signal  to  companies  looking  to  locate  or  expand  in  a  City,  creating  the  impression  that  local 
government  is  antibusiness.  GMAC  also  noted  that  enforcement  of  the  ordinance  requires  additional 
administrative  personnel  for  the  city  and  considerable  time  on  the  part  of  the  affected  companies  to  comply. 
The  Minnesota  Chamber  of  Commerce  (MCC)  took  a  similarly  strong  position  against  the  LWOs  in 
Minneapohs  and  St.  Paul,  contending  that  passage  will  lead  to  fewer  entry-level  jobs  being  available  and 
repeating  GMAC's  claim  that  passage  will  have  a  chilling  effect  on  business  recruitment. 

Labor  unions  have  been  early  and  strong  supporters  of  LWOs.  In  particular,  the  Service  Emplo\'ees 
International  Union  (SEIU)  has  been  active  in  many  organizing  efforts  in  different  cities.  Generally,  unions 
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have  felt  that  increasing  wage  levels  in  contract  employees  helps  preserve  municipal  union  jobs  (by  making 
contracting  out  somewhat  less  attractive).  Unions  have  also  benefited,  in  some  cases,  from  hiring  hall 
requirements  in  some  of  the  ordinances. 

•        Analysis  of  the  Los  Angeles  L  WO 

Given  the  tremendous  number  of  contracts  potentially  affected,  the  City  of  Los  Angeles  commissioned  a  major 
independent  study  of  the  LWO  issue  and  their  proposed  ordinance  in  particular.  The  Empirical  Analysis  of  the 
Proposed  Los  Angeles  Living  Wage  Ordinance  by  a  Carleton  College  (MN)  professor  and  a  UCLA  professor 
did  not  conclude  that  passage  would  have  great  impacts,  mostly  because  the  number  of  jobs  actually  affected 
relative  to  the  overall  local  economy  is  very  small.  They  concluded  that  a  "non-trivial"  number  of  workers 
would  lose  their  jobs,  but  would  be  absorbed  by  the  area  labor  market;  they  also  concluded  that  the  city  would 
experience  higher  costs.  The  authors  recommended  that  the  city  include  a  strong  evaluation  component  to 
determine  the  actual  impacts  of  the  ordinance.  Overall,  the  authors  estimated  about  7,300  service  contract 
workers  would  be  affected  by  passage  of  the  ordinance. 

The  Los  Angeles  Chamber  of  Commerce  also  commissioned  an  extensive  study  conducted  by  Spectrum 
Economics,  a  Palo  Alto  consultancy.  In  that  study,  the  author  concluded  that  implementation  will  result  in 
displacement  of  low  education  and  experience  workers  with  better-educated  and  more  experienced  employees. 
He  also  concluded  that  most  of  the  displaced  workers  will  be  Latino  or  African/ American,  and  that  cost 
increases  will  be  borne  by  the  taxpayer.  In  addition,  the  author  is  concerned  that  expensive  and  elaborate 
enforcement  measures  will  be  needed  to  insure  compliance,  noting  in  particular  that  city  contractors  with  "non- 
city"  contracts  will  have  an  incentive  to  shift  workers  and  misreport  time  records. 

The  LA  City  Study  also  concluded  that  the  policy  goals  of  LWO  proponents  could  be  better  achieved  by  a 
targeted  ordinance,  where  the  criteria  for  implementing  higher  wages  would  emphasize  contracts  with  a 
concentration  of  low-wage  workers  in  the  contract,  a  history  of  poor  service  quality  and  a  predominance  of 
contract  workers  living  in  low  wage  families.  This  targeting  would  result  in  the  benefits  reaching  those  most  in 
need,  while  exempting  contractors  without  these  problems  from  compliance  requirements  and  thus  simplifying 
city  enforcement.  The  Los  Angeles  City  Study  noted  the  importance  of  integrating  the  Earned  Income  Tax 
Credit  (EITC)  into  the  benefit  calculation  for  a  LWO.  The  EITC  has  the  effect  of  bringing  addidonal  dollars 
into  a  jurisdiction  (from  the  federal  government),  rather  than  reducing  inflows  and  increasing  outflows  (taxes), 
which  may  result  from  a  LWO. 

Conclusion 

The  majority  of  LWOs  are  relatively  limited  in  scope,  applying  only  to  service  contractors  and  setfing  a 
minimum  wage  which  is  above  the  federal  or  state  level.  The  experience  of  the  handftil  of  cities  that  have 
LWOs  in  place  for  more  than  two  years  indicate  relatively  modest  impacts  in  terms  of  cost  and  confract 
processes.  However,  some  of  the  LWOs  adopted  over  the  past  two  years,  notably  the  LWOs  in  Boston,  Los 
Angeles,  Minneapolis,  Philadelphia  and  Oakland,  extend  provisions  beyond  the  setfing  of  a  base  wage  for 
contractor  employees  -  the  effect  of  these  ordinances  does  not  seem  to  be  clear  as  yet. 
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RECOMMENDATION.  POLICY  ISSUES  FOR  FURTHER  STUDY  AND  OPTION 
Recommendation 

Given  the  scope  of  possible  approaches  to  a  LWO,  the  Board  may  find  it  useful  to  charge  the  Living  Wage  Task 
Force  with  some  specific  issues  to  study  and  evaluate  in  the  process  of  developing  recommendations,  as  well  as 
the  overall  goal  to  be  achieved.  The  issues  for  further  consideration  presented  below  represent  the  policy  issues 
uncovered  to  date  concerning  Living  Wage  Ordinances.  Given  the  complexity  of  this  issue,  it  may  also  be 
useful  for  the  Legislative  Analyst's  office  to  prepare  subsequent  reports  addressing  more  specific  options  and 
proposals  as  the  Task  Force  progresses  in  its  assignment. 

Issues  for  Further  Consideration 

One  of  the  problems  in  analyzing  the  LWO  issue  is  the  lack  of  a  track  record.  Since  most  LWOs  have  been  in 
place  less  than  two  years,  there  is  not  a  great  deal  of  data  as  to  specific  impacts  over  time.  This  lack  of  data 
caused  the  City  of  Los  Angeles  to  commission  their  study,  the  most  detailed  study  undertaken  prior  to  passage 
of  an  LWO.  To  date,  only  Baltimore's  LWO  has  been  intensively  evaluated  after  enactment,  and  that  study  was 
undertaken  by  a  group  generally  considered  sympathetic  to  LWOs. 

Given  that  the  results  of  other  city's  LWOs  are  not  terribly  clear  yet,  there  are  a  great  many  issues  to  consider. 
The  following  list  of  issues  for  potential  future  consideration  include  those  identified  by  both  supporters  and 
opponents  of  LWOs  as  well  as  those  identified  by  other  city  analysts  and  by  our  office: 

Establishing  the  Financial  Impacts 

1.  There  is  no  central  source  of  information  on  the  number  and  cost  of  City  contracts  and  the  number  of 
contractor  employees.  This  information  must  be  compiled  to  establish  the  financial  impact  of  any 
proposed  ordinance  and  to  demonstrate  the  degree  of  potential  benefit  to  employees.  Establishing  this 
data  was  a  major  part  of  LA's  study. 

2.  Given  that  local  governments  are  under  pressure  to  save  money  by  contracting  out  more  city  ser\  ices, 
does  it  follow  that  those  savings  come  primarily  from  lower  wages  and  fewer  benefits  paid  by  the 
contractor  to  the  contractor's  employees? 

3.  Do  LWOs  tend  to  increase  the  cost  of  service  contracts  to  city  government? 

4.  Are  the  savings  realized  by  local  governments  through  the  use  of  lower-paid,  contract  employees 
offset  by  increased  spending  in  city  services  that  these  low-wage  workers  access  -  such  as  health  care? 

5.  Is  there  a  cost  benefit  to  the  City  in  lower  public  health  costs  by  having  more  City  contract  \\  orkers 
covered  by  health  insurance? 

6.  What  is  the  impact  on  payroll  taxes  paid  by  City  contractors  if  wages  increase? 

7.  What  kind  of  cost  shifts  occur  with  an  LWO;  Are  increased  wage  costs  passed  along  to  the  City,  borne 
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mostly  by  the  Contractor,  or  shared  in  some  proportion?  Are  there  cost  shifts  from  the  federal 

go\  emment  back  to  the  City,  such  as  those  that  may  occur  if  workers  are  no  longer  eligible  for  federal 

aid  programs  due  to  higher  wages? 

Establishing  the  Non-Financial  Impacts 

1 .  Is  it  true  that  adopting  a  LWO  will  result  in  fewer  jobs  being  created,  as  contractors  will  be  more 
reluctant  to  hire  new  employees  at  the  higher  wage  rate? 

2.  LWOs  have  their  greatest  impact  on  service  workers  in  jobs  such  as  security  guard,  cafeteria  worker, 
janitor,  parking  attendant  and  clerical  temp.  By  making  contracting  out  less  attractive  financially,  does 
that  necessarily  lead  to  maintaining  or  increasing  the  number  of  public  sector  union  jobs?  How 
important  are  flexible  work  rules  as  a  motive  for  contracting  out  in  the  public  sector? 

3.  Is  it  true  that  LWOs  do  not  have  a  negative  impact  on  business  in  general,  as  the  number  of  employees 
receiving  higher  wages  is  generally  very  small  when  compared  to  the  overall  labor  pool? 

4.  Should  a  LWO  include  financial  aid  recipients?  Including  the  recipients  of  financial  aid  broadens  the 
coverage  of  an  LWO  considerably.  Using  the  most  popular  definition,  subjecting  financial  aid  recipients 
(in  excess  of  $100,000)  would  bring  in  many  organizations  receiving  grants  from  the  City  (some  LWOs 
exempt  non-profit  organizations,  who  are  the  typical  recipients  of  most  grants);  businesses  receiving  tax 
abatements,  industrial  and  economic  development  assistance;  beneficiaries  of  bond  sales;  and  so  on. 
Under  some  of  the  ordinances,  a  project  like  the  new  49er  Stadium  would  subject  the  development 
company  to  living  wage  restrictions  as  the  company  is  set  to  receive  assistance  from  the  City  in  the  form 
of  bond  proceeds.  Of  course,  construction-related  jobs  at  this  project  would  be  covered  by  prevailing 
wage  regulations,  but  this  type  of  LWO  provision  would  extend  minimum  wage  level  regulations  to 
service  contractors  operating  at  the  Stadium. 

5.  How  does  a  LWO  impact  welfare  to  work  programs. 

6.  Will  more  job  competition  occur  with  an  LWO,  and  will  that  displace  existing  lower  skilled  workers? 

7.  Given  that  costs  for  the  City  may  rise  with  an  LWO,  is  it  reasonable  to  expect  that  service  quality  should 
also  increase. 

8.  Would  an  increase  in  wages  paid  to  City  contract  workers  affect  eligibility  for  aid  programs  such  as  food 
stamps,  Mcdi-Cal,  etc.? 

Enforccincni  Administration  Issues 

1 .        What  are  the  administrative  difficulties  that  may  arise  where  contractors  have  employees  working  on 

similar  assignments  for  non-City  clients,  for  example,  a  janitor  working  at  a  private  office  building  may 
be  paid  less  than  a  janitor  working  at  a  City  facility,  even  though  both  work  for  the  same  company? 

401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


98-1508  &  1509  -  Creation  of  Living  Wage  Task  Force  and  Review  of 
Living  Wage  Ordinances  in  Other  Cities 
Page  1 1 


2.        How  should  the  part-time  issue  be  resolved  ~  most  LWOs  make  no  distinction  between  part-time  and 
full-time  work  and  jobs  performed  by  youth  (one  typical  city  example:  summer  lifeguard).  If  the 
deliberate  policy  is  to  provide  a  living  wage  for  a  person  supporting  themselves  fully  and  perhaps  a 
family  as  well,  some  exclusion  as  to  part-time  workers  and  youth  workers  would  have  to  be  made.  This, 
however,  can  be  problematic.  The  City  of  Pasadena  considered  the  exemption  issue  and  ultimately 
decided  explicitly  not  to  provide  for  any  part-time  or  youth  exemptions,  as  they  felt  it  would  lead  to 
evasion  of  the  ordinance's  intent  by  contractors  (they  would  hire  all  part-time  workers  so  as  to  avoid  the 
living  wage  requirement).  Pasadena  also  felt  exemptions  of  this  sort  would  make  compliance  review 
very  difficult. 

Policy  Goals  and  Need  for  the  Ordinance 

1.  Does  San  Francisco's  high  cost  of  living  and  relatively  high  wage  structure  could  indicate  that  an  LWO 
will  have  less  practical  impact  than  in  another  city  where  there  is  a  greater  differential  between  LWO 
-mandated  wage  rates  and  market  rates? 

2.  Is  the  current  CaUfomia  minimum  wage  of  $5.75  inadequate  to  cover  living  costs  in  San  Francisco, 
where  the  cost  of  housing  is  substantially  above  the  state  average? 

3.  Do  City  residents  benefit  from  this  (as  opposed  to  workers  living  elsewhere  in  the  Bay  Area)? 

4.  What  are  the  demographics  of  minimum  wage  and  low  wage  workers  in  San  Francisco? 
Alternative  Approaches  to  a  Living  Wage  Ordinance 

1.  Another  method  to  achieve  a  living  wage  goal  would  be  to  grant  a  bid  preference  to  contractors  who 
will  stipulate  that  all  employees  on  the  project  will  be  paid  a  living  wage  -  this  is  similar  to  Santa  Clara 
County's  approach.  How  does  this  method  compare  in  effect  to  an  LWO?  Would  this  result  in  higher 
contract  costs? 

2.  What  are  the  advantages  and  disadvantages  of  including  hiring  hall  requirements'!'  Some  communities, 
notably  Boston  and  Minneapolis,  have  included  hiring  hall  requirements  in  their  LWO. 

3.  How  should  the  cost  of  living  could  be  determined,  on  a  City  basis  or  Bay  Area  basis,  given  that  the 
labor  market  for  City  service  contractors  extends  beyond  our  boundaries? 

4.  Can  (and  should)  the  Earned  Income  Tax  Credit  (EIC)  be  factored  into  the  process  of  setting  a  wage 
rate?  This  was  a  recommendation  of  the  LA  study. 

5.  How  does  the  federal  and  state  government  go  about  setting  the  minimum  wage'!'  Is  this 
entirely  a  political  process,  or  are  there  specific  methodologies? 
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Options  for  Task  Force  Composition 

1 .  Approve  the  resolution  as  presented. 

2.  The  current  resolution  provides  for  one  task  force  member  appointed  by  each  Supervisor  and  four  by  the 
Mayor.  As  an  alternative,  the  resolution  could  reserve  a  specific  number  of  seats  for  stakeholder 
representatives:  Non-profit  organizations,  City  contractors,  labor,  and  both  large  and  small  businesses. 

This  is  done  for  many  City  boards  and  commissions,  where  various  interest  groups  are  officially 
designated  by  the  City  as  being  eligible  to  provide  nominees  for  seats.  For  example,  several  business 
associations  representing  both  large  and  small  businesses  could  be  asked  for  recommendations  as  to 
members,  as  could  the  San  Francisco  Labor  Council.  The  Controller  could  provide  a  list  of  the  largest 
City  contractors,  or  a  representative  sampling,  and  the  Management  Center  (for  Non-Profit  Leadership) 
could  provide  some  nominees  from  that  sector.  This  option  might  add  a  month  or  more  to  the  process 
of  setting  up  the  task  force. 

The  advantage  of  each  supervisor  appointing  one  member  and  the  mayor  appointing  four  is  that  each 
elected  official  is  certain  of  the  policy  viewpoint  and  background  of  his  or  her  appointee,  and  it  can  be 
accomplished  relatively  quickly.  The  disadvantage  may  be  that  the  resulting  group  will  not  include  a 
sufficiently  broad  representation  of  stakeholder  groups. 

3.  Reject  the  resolution  as  presented. 


[Report  prepared  by  JOHN  D.R.  CLARK.  Telephone:  (415)  554-7781;  e-mail:  john_clark@ci.sf.ca.us] 
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EXECUTIVE  SUMMARY 


NOV  1  2  199B 


Requested  Actions 


The  files  before  you  represent  a  series  of  ordinances  relating  to  proposed  changes  designed  to  adjust  certam  fees  and 
improve  service,  standards  and  certain  business  practices  related  to  the  taxicab  mdustry  m  San  Francisco.  The  legislation 
is  an  outgrowth  of  the  findings  and  recommendations  of  the  Mayor's  Taxi  Task  Force,  which  issued  its  final  report  on 
May  22,  1998. 

The  legislation  includes: 

•  An  Ordinance  authorizing  the  Chief  of  Police  to  establish  a  trial  program  for  cab  pooling  which  would  set  a  Hat  rate 
and  specify  certain  routes  for  taxicab  drivers  to  pick  up  more  than  one  passenger  traveling  to  the  same 
location/destination. 

•  An  Ordinance  prohibiting  the  advertising  of  tobacco  products  on  taxicabs. 

•  An  Ordinance  which  would  prohibit  taxicab  companies  from  using  independent  contractors  to  drive  their  taxicabs  if 
more  than  50%  of  licensed  drivers  sign  a  petition.  This  Ordinance  designates  the  Board  of  Supervisors,  or  a 
committee  designated  by  the  President  of  the  Board  to  accept,  by  Motion,  the  petition,  subject  to  all  of  the 
requirements  outlined  in  the  ordinance.  If  the  petition  is  accepted  by  the  Board  then  only  employees  of  the  taxicab 
company  could  drive  taxicabs. 

•  An  Ordinance  which  creates  a  two  year  trial  period  in  which  limits  would  be  placed  on  taxicab  lease  fees  (the  fees 
that  medallion  [permit]  holders  charge  cab  companies  to  rent  their  medallions.) 

•  An  Ordinance  which  creates  a  two  year  trial  period  in  which  limits  would  be  placed  on  the  amount  of  gate  fees  (the 
rental  fees  that  drivers  who  do  not  have  their  own  medallions  pay,  by  shift,  to  taxicab  companies.) 

Policy  Discussion 

The  two  proposed  ordinances  which  create  a  temporary  24  month  period  in  which  limits  are  placed  on  gate  and  lease 
fees  are  linked  with  the  recent  issuance  of  400  additional  medallions  by  the  Police  Commission  and  are  in  response  to 
concerns  regarding  the  potential  need  to  regulate  charges  and  costs  related  to  operating  and  driving  taxicabs.  These  t\\  o 
ordinances  should  be  implemented  immediately  as  these  actions  all  relate  to  the  attempt  to  achieve  balance  within  the 
operations  of  the  taxi  industry.  This  legislation  addresses  costs  and  fees  associated  with  driving  taxicabs  and  raises  the 
issue  of  the  potential  need  to  regulate  fees  and  charges  m  all  arenas  associated  with  taxicab  sen.  ices  in  the  City.  .Another 
temporary  program  is  the  establishment  of  a  six  month  pilot  program  for  cab  pooling,  which  would  designate  certain 
routes  and  set  fees  in  order  to  allow  taxicabs  to  pick  up  multiple  passengers  needing  transportation  to  the  same 


destination. 
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Most  of  the  legislation  before  you  will  require  policies  and  procedures  to  be  established  in  order  to  carry  out  the 
requirements  of  the  legislation.  On  November  3,  1998  San  Francisco  voters  approved  Proposition  D  (a  Charter 
amendment  to  create  a  Taxi  Commission  to  provide  improved  customer  service,  oversight  and  regulation  of  the  Taxi 
indLisiiA  m  San  Francisco).  Commencing  March  1,  1999,  the  Taxi  Commission  will  take  over  the  powers  and  duties 
relatmu  to  laxicabs  and  other  motor  vehicles  for  hire  now  given  to  the  Police  Department  and  Commission.  The  Taxi 
C  onimission,  once  in  place,  should  be  requested  to  review  and  evaluate  all  of  the  legislation  proposed  herein  and  develop 
procedures  for  implementation,  evaluation  or  any  other  recommendations  which  might  be  necessary  to  carry  out  the 
intent  of  the  proposed  ordinances. 

Specifically,  if  the  Board  of  Supervisors  will  be  the  validating  entity  for  petitions  submitted  for  employee  status 
(File  No.  98-1381)  procedures  will  need  to  be  developed  to  facilitate  the  Board's  role  in  this  regard.  Further, 
mechanisms  should  be  developed  to  initiate  the  implementation  and  evaluation  of  the  6  month  cab  pooling  pilot 
program  (File  98-1292)  and  the  24  month  temporary  limit  on  gate  and  lease  fees  (Files  98-0761  and  98-1040).  The 
evaluation  should  include  a  clear  mechanism  for  evaluating  the  taxi  industry's  financial  status. 

Additionally,  the  implementation  and  monitoring  required  for  the  legislation  proposed  may  require  additional 
staffing  or  resources  in  the  Police  or  other  City  Departments.  The  Police  will  continue  to  enforce  criminal  laws 
covering  taxicab  companies  and  drivers,  however  with  the  formation  of  the  Taxi  Commission,  it  is  unclear  what 
the  continued  role  of  the  Police  Department  or  other  departments  may  be.  Taking  into  account  the  formation  of 
the  Taxi  Commission  and  anticipated  changes  in  the  role  of  the  Police  Department  regarding  the  Taxi  industry, 
the  Police  Department  should  report  to  the  Board  with  specific  recommendations  on  any  new  policies  and 
procedures  that  they  should  establish  in  order  to  enforce  these  ordinances  until  a  transition  occurs. 

Further,  the  Board  may  wish  to  time  the  effective  date  of  the  ordinances  which  are  not  time  sensitive  to  the 
establishment  of  the  Taxi  Commission  in  order  to  ensure  a  coordinated  implementation  of  the  proposed 
ordinances. 

Background 

In  June  1 997  Mayor  Brovm  appointed  a  Taxi  Task  Force  consisting  of  27  representatives  composed  of  city  residents, 
drn  ers.  seniors,  people  with  disabilities  and  City  department  representatives  .  The  Task  Force  was  chaired  by  the  Mayor 
and  Co-Chaired  by  Supervisor  Gavin  Newsom. 

Task  Force  Findings 

According  to  the  Final  Report  of  the  Taxi  Task  Force,  the  impetus  for  the  creation  of  the  Taxi  Task  Force  was  due  to 
criticism  that  taxicab  service  in  San  Francisco  is  "inadequate,  inefficient  and  not  of  a  caliber"  that  a  city  such  as  San 
Francisco  deserves.  This  point  is  clearly  demonstrated  in  the  Police  Department  survey  of  taxi  services  in  the  City  which 
is  included  in  Task  Force  Report.  Following  the  survey,  the  Police  Department  revealed  that  when  155  calls  were 
randomly  placed  for  taxi  service,  almost  50  %  of  the  time  either  the  dispatch  service  did  not  answer  (12%)  or  taxis  did 
not  show  within  30  minutes  (37%). 

The  Taxi  Task  Force  held  a  series  of  meetings  to  review  concerns  relating  to  taxicab  service  and  the  business  practices  of 
cab  companies  and  drivers.  The  Final  Report  of  the  Task  Force  covered  issues  surrounding  Airport  taxi  service,  parking 
and  traffic,  driver  training,  the  Police  Chiefs  Rules  relating  to  taxicab  regulations,  dispatch  standards  and  centralized 
dispatch,  paralransit,  meter  rates,  the  medallion  system  (including  leasing  rates  and  control),  gate  control,  seniority 
system  for  drivers,  conditional  permits,  driving  requirements,  cab  pooling,  environmental  concerns  (including  use  of 
alternative  fuel  vehicles),  taxi  detail  staffing,  employment  status,  permit  fees,  lights  on  taxi  stands,  on-going  oversight 
aiul  wdikiiiL'  eommittccs  to  continue  to  work  of  the  task  force. 

l  uiihei  .  the  I  ask  I'orcc  created  the  following  three  working  groups  to  continue  to  address  issues  raised  by  the  Task 
l-orce,  but  which  require  on-going  review  and  monitoring  or  further  analysis:  Safety,  Central  Dispatch  and  Taxi 
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Commission.  The  approval  by  San  Francisco  voters  on  November  3,  1998  of  Proposition  D  creates  a  Taxi  Commission 
which,  along  with  taking  over  the  powers  and  duties  relating  to  taxicabs  and  other  motor  vehicles  for  hire  now  given  to 
the  Police  Department  and  commission,  was  established  to  provide  improved  customer  service,  oversight  and  regulation 
of  the  Taxi  industry  in  San  Francisco. 

Administration 

The  taxicab  industry  in  San  Francisco  is  governed  by  a  City  Ordinance  (Proposition  K)  which  was  passed  m  1978  and 
designed  to  promote  small  business  cab  companies.  However,  certain  regulations  do  not  apply  to  those  holding 
medallions  prior  to  the  passage  of  Proposition  K.  The  Police  Commission  issues  permits  to  operate  taxis  and  enforces 
the  provisions  of  Proposition  K.  The  Police  Department  issues  the  A-card  permits  ( taxi  driver  permits.) 

The  Taxi  Detail  of  the  Police  Department  is  presently  staffed  by  one  sergeant,  three  police  officers  and  two  clerical 
positions.  They  handle  passenger  complaints,  driver  training,  complaints  from  the  Department  of  Weights  and  Measures 
regarding  the  enforcement  of  meters  and  issues  permits. 


Proposed  Legislation 


FILE 
NUMBER 

SUBJECT 

PRESENT 
REQUIREMENTS 

CHANGES  AS  PROPOSED  BY  LEGISL.ATION 

98-1292 

Cab  Pooling 

This  would  be  a  new 
program.  Present 
regulations  prohibit  taxi 
drivers  from  soliciting 
additional  fares  when  a 
cab  is  occupied. 

This  ordinance  would  create  a  6  month  trial  program 
which  would  authorize  the  Chief  of  police  to  establish 
one  or  more  designated  cab  pooling  routes.  This  would 
allow  a  cab  driver  to  transport  a  predetermined  number 
of  passengers  for  a  fixed  amount  to  a  set  destination. 

The  Chief  of  Police  would  need  to  amend  existing  rules, 
establish  routes  and  set  fees  for  this  program 

98-0909 

Tobacco  Advertising  on 
Taxicabs 

Presently  there  are  no 
restrictions  related  to 
tobacco  advertising  on 
taxicabs 

This  ordinance  would  add  a  new  section  to  the  San 
Francisco  Municipal  (Police)  Code  which  would 
prohibit  any  advertising  or  promotion  of  cigarettes  or 
tobacco  products  in  taxicabs. 

98-1381 

Procedures  for  taxicab 
drivers  to  petition  for 
employee  status  and 
prohibiting  independent 
contractors  as  drivers 
upon  acceptance  of 
petition. 

This  would  be  a  new 
function  for  the  Board  of 
Supervisors.  There 
presently  are  no 
requirements  or 
procedures  contained 
within  the  San  Francisco 
Municipal  Code  for  this 
purpose. 

This  ordinance  would  add  a  new  section  to  the  San 
Francisco  Municipal  Code  which  would  establish 
procedures  for  all  full-time  and  regular  part-time 
licensed  (A  Card)  taxicab  drivers  in  the  City  to  submit 
a  petition,  signed  by  more  than  50%  of  the  drivers, 
requesting  to  drive  as  an  employee  instead  of  an 
independent  contractor. 

This  Ordinance  would  prohibit  taxicab  companies  from 
using  independent  contractors  to  drive  their  taxicabs.  If 
more  than  50%  of  licensed  drivers  sign  a  petition  and 
that  petition  is  accepted  by  the  Board  of  Supervisors, 
then  only  employees  of  the  taxicab  company  could  drive 
taxicabs.  It  does  not  guarantee  that  all  current  cab 
drivers  will  be  hired  as  employees,  nor  does  it  require 
cab  companies  to  hire  all  current  drivers. 

The  ordinance  requires  that  the  Board  of  Supervisors, 
or  a  committee  designated  by  the  President  of  the  Board 
to  accept  the  petition  by  action  of  a  Motion  if  it 
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determines  that  the  petition  has  been  circulated  and  1 
signatures  obtained  in  a  fair  and  reliable  manner  and  is 
an  accurate  and  reliable  measure  of  the  majority  of  the 
taxicab  drivers.  30  days  following  the  acceptance  of  the 
petition  (by  Motion)  the  provisions  for  change  from 
independent  contractor  to  employee  status  (as  contained 
in  subsection  [a]  of  the  ordinance)  would  become 
effective. 

1)8-1040 

Taxicab  Lease  Fees 

This  is  a  new 
requirement.  There  are 
presently  no  provisions  in 
the  SF  Police  Code  for  the 
regulation  of  these  fees. 

This  ordinance  would  add  a  new  section  to  the 
SFMC(Police  Code)  to  create  a  24  month  pilot  program 
in  which  an  $l,800/month  limit  would  be  set  for  the  fees 
medallion  holders  can  charge  to  cab  companies  to  rent 
their  medallions. 

Presently,  those  who  hold  medallions  (licenses  to  operate 
a  taxicab  in  the  City)  have  no  limits  on  the  amount  they 
can  charge  cab  companies  to  lease  their  permits.  The 
fees  can  be  as  high  as  $4,000/month.  The  cost  of  leasing 
these  medallions  by  cab  companies  is  then  passed  on  to 
drivers  with  A  Permits  in  the  form  of  "gate"  fees. 

This  is  companion  legislation  to  File  98-0761  (see  below). 

This  ordinance  will  allow  for  a  24  month  trial  period 
after  which  the  requirement  will  sunset,  after  which  a 
review  of  the  impact  of  placing  a  cap  on  these  fees  will 
be  analyzed  to  determine  if  this  form  of  regulation  will 
be  a  permanent  requirement . 

98-0761 

Taxicab  Gate  Fees 

This  is  a  new 
requirement.  There  are 
presently  no  provisions  in 
the  SFMC(Police  Code) 
for  the  regulation  of  these 
fees. 

This  ordinance  would  add  a  new  section  to  the 
SFMC(Police  Code)  to  create  a  24  month  pilot  program 
in  which  the  mean  gate  fee  that  a  taxicab  company 
could  charge  drivers  could  not  exceed  $9  per  hour.  The 
mean  gate  fee  is  determined  by  adding  together  the  gate 
fees  charged  by  the  company  for  all  available  shifts 
during  one  week  and  dividing  that  total  by  the  number 
of  available  shifts  during  the  week. 

A  gate  fee  is  a  fee  or  charge  to  drivers  (holding  A  Cards) 
for  the  privilege  of  driving  a  taxicab  during  a  particular 
shift  or  for  any  period  of  time. 

This  is  companion  legislation  to  File  98-1040  (see  above.) 

POLK  Y  ISSUES 


1 .  Are  sufficient  implementing  procedures  in  place  for  the  proposed  ordinances? 

All  of  the  proposed  ordinances  are  new  requirements,  therefore,  new  procedures  for  implementation  and  evaluation  will 
need  to  be  established  within  the  City.  This  is  especially  true  for  the  ordinances  which  create  temporary  or  trial 
programs.  Additionally,  one  of  the  ordinances  proposes  that  the  Board  of  Supervisors  validate  petition  documents,  but 
no  procedures  are  m  place  to  verify,  the  validity  of  said  documents  by  Board  action.  At  this  point  it  appears  that  these 
procedures  and  mechanisms  would  be  prepared  by  the  Police  Department,  since  it  is  the  primary  regulatory  agency 
within  the  City  for  the  ta.xicab  industry.  Due  to  the  passage  of  Proposition  D,  the  Board  may  prefer  to  continue  action 
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until  the  Commission  can  review  the  legislation  for  input  on  procedural  and  policy  coordination  issues.  Or  the  Board 
may  wish  to  designate  that  those  ordinances  not  required  to  be  implemented  immediately,  have  an  implementation  date 
timed  to  the  establishment  and  operation  of  the  Taxi  Commission  in  order  to  more  efficiently  coordinate  the  actions 
necessary  in  order  to  enact  the  legislation. 


2.  Should  the  Board  call  for  a  complete  evaluation  of  the  financial  status  of  the  taxi  industry? 

Two  of  the  Ordinances  propose  limits  on  fees  related  to  the  operation  of  taxicabs  in  the  City.  One  of  the  pnncipal  areas 
of  concern  raised  by  the  Mayor's  Task  Force  was  the  need  to  address  the  balance  of  all  costs  and  fees  related  to  the 
provision  of  service  by  the  taxicab  industry.  These  two  ordinances  contribute  to  that  type  of  evaluation.  However,  it 
may  not  go  far  enough  and  it  may  be  necessary  to  initiate  an  overall,  comprehensive  evaluation  of  the  taxi  industry  in 
order  to  identify  the  degree  to  which  the  City  should  or  should  not  be  regulating  this  industry  and  the  nexus  between  the 
City's  regulation  of  the  industry  and  the  requirement  for  improved  services  for  taxicab  services. 

In  order  to  do  this,  the  Board  should  consider  requesting  the  Taxi  Commission  to  study,  evaluate  and  analyze  all  aspects 
of  the  taxicab  industry  relative  to  its  economic/financial  and  business  practices  and  how  it  all  relates  to  customer 
(taxicab)  service  and  specifically  to  providing  the  highest  quality  service  in  the  city  of  San  Francisco.  The  evaluation 
should  include  all  of  the  costs  associated  with  operating  taxicabs,  as  well  as  the  number  of  taxicabs,  taxicab  fares, 
anticipated  level  and  quality  of  service  and  any  other  factors  which  may  be  relevant.  This  type  of  financial  evaluation  is 
common  in  many  regulated  industries. 

3.  Should  the  Board  be  designated  as  the  final  validating  entity  for  the  ordinance  which  would  establish 
procedures  for  all  full-time  and  regular  part-time  licensed  (A-card)  taxicab  drivers  in  the  City  to  submit  a 
petition,  signed  by  more  than  50%  of  the  drivers,  requesting  to  drive  as  an  employee  instead  of  an  independent 
contractor? 

The  Ordinance  on  File  98-1381  designates  the  Board  of  Supervisors  to  be  the  validating  entity  to  accept  petitions  that 
have  been  circulated  for  the  purpose  of  prohibiting  taxicab  companies  fi^om  using  independent  contractors  to  drive  their 
taxicabs.  If  more  than  50%  of  licensed  drivers  sign  a  petition  and  that  pefition  is  accepted  by  the  Board  of  Superv  isors, 
then  only  employees  of  the  taxicab  company  could  drive  taxicabs.  It  does  not  guarantee  that  all  independent  cab  drivers 
will  be  hired  as  employees,  nor  does  it  require  cab  companies  to  hire  all  independent  drivers.  This  could  lead  to  the 
elimination  of  contract  taxicab  drivers.  Prior  to  the  approval  of  Proposition  K  in  1978,  all  taxicab  drivers  were 
employees  of  taxi  companies.  One  of  the  reasons  given  for  the  re-introduction  of  the  return  to  employment  status  is  that 
there  is  generally  more  accountability  on  the  part  of  taxicab  drivers  when  they  are  employees  of  companies  as  opposed  to 
when  they  are  independent  contractors.  This  status  change  might  help  in  the  overall  effort  to  improve  taxi  ser\  ice  in  the 
city.  We  were  unable  to  identify  an  association  of  the  Taxicab  industry  to  provide  us  with  their  viewpoint  on  this  matter. 
However,  we  do  believe  it  important  to  look  at  the  designated  role  for  the  Board  in  this  proposed  process. 

The  enactment  of  this  Ordinance,  as  written  which  designates  the  Board  as  the  validating  entity,  could  establish  a 
precedent  within  the  City  for  the  Board's  potential  involvement  with  other  industries  that  might  request  similar  actions 
on  matters  which  might  not  have  been  scrutinized  to  the  degree  of  the  taxicab  industry  or  whose  requests  might  not  be  as 
clearly  defined.  This  raises  issues  of  potential  liability  and  the  extent  to  which  the  Board  wants  to  become  involved  in 
changing  labor  status  within  certain  industries  operating  within  the  City. 

The  Board  could  also  exercise  the  option  of  designating  another  City  entity  as  the  validating  body,  which  according  to 
Mr.  Tom  Owen,  Deputy  City  Attorney  the  Board  has  the  ability  to  do  under  its  legislative  authonty.  In  this  instance,  the 
Taxi  Commission  could  be  identified  as  the  validating  entity,  in  lieu  of  the  Board,  with  defined  perimeters  relative  to 
their  role  in  this  function. 
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OPTIONS 

1 .  Adopt  the  Ordinances  contained  on  the  five  files  which  are  before  your  Committee. 

2.  Do  not  adopt  the  Ordinances  contained  on  the  five  files  which  are  before  your  Committee. 

3.  The  Board  may  prefer  to  continue  certain  actions  until  the  Taxi  Commission  can  review  the  proposed  legislation  for 
input  on  procedural  and  policy  coordination  issues,  with  the  Board  moving  forward  on  the  two  ordinances  (on  Files 
98-1040  and  98-0761)  which  are  timed  to  the  recent  release  of  additional  medallions.  Additionally,  taking  into 
account  the  formation  of  the  Taxi  Commission  and  anticipated  changes  in  the  role  of  the  Police  Department 
regarding  the  taxi  industry,  the  Police  Department  should  report  to  the  Board  with  specific  recommendations  on  any 
new  policies  and  procedures  that  may  need  to  be  established  in  order  to  enforce  theses  ordinances  until  the  Taxi 
Commission  has  determined  procedural  policies. 

4.  Request  the  Taxi  Commission  to  undertake  a  comprehensive  economic/financial  review  of  taxi  service  costs. 

5 .  Request  the  Police  Department  to  work  with  the  Taxi  Commission,  once  in  place,  to  develop  mechanisms  to  initiate 
reports  to  the  Board  for  the  6  month  cab  pooling  pilot  program  (File  98-1292)  and  the  24  month  temporary  limit  on 
gate  and  lease  fees  (Files  98-0761  and  98-1040)  prior  to  the  expiration  period  of  these  programs  in  order  to  provide 
information  necessary  to  evaluate  the  merit  of  these  temporary  programs/requirements. 

6.  Consider  transferring  the  assignment  of  validation  of  petitions  submitted  for  employee  status  (File  No.  98-1381) 
from  the  Board  to  the  Taxi  Commission  with  specific  perimeters  related  for  required  actions. 

7.  Consider  timing  the  effective  date  of  the  ordinances  which  are  not  time  sensitive  (i.e.  the  two  ordinances  capping 
costs  related  to  Gate  and  Lease  fees)  to  the  establishment  of  the  Taxi  Commission  in  order  to  ensure  a  coordinated 
implementation  of  the  proposed  ordinances. 


Analysis  prepared  by:    Tamara  Maimon 

Senior  Legislative  Analyst 
(415)  554-7787 
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LEGISLATIVE  ANALYSIS 


Committee  Hearing:  Economic  Development,  Transportation  and  Technology  -  November  17.  1998 

File  Numbers:  JCDeCaux  San  Francisco  Automatic  Public  Toilet  and  Public 

Service  Kiosk  Program  Contract  Amendment  (98-1599)   — J  ■   

Origin:  Department  of  Public  Works 

EXECUTIVE  SUMMARY  NOV  \  2  ^^^^ 

Requested  Action  ^ '^f  /^  mB^^^ 

The  Department  of  Public  Works  (DPW)  has  transmitted  an  ordinance  amending  and  restatmg  the  terms  and  conditions 
of  the  contract  between  the  City  and  JCDeCaux  San  Francisco  for  the  installation,  operation  and  maintenance  of  the 
Automatic  Public  Toilet  and  Public  Service  Kiosk  Program.  DPW  indicates  that  the  program,  overall,  has  been  \  ery 
successful  and  they  are  proposing  a  substantial  expansion  of  the  program  which  will  significantly  mcrease  the  number  of 
Public  Toilets  and  Kiosks  in  the  City  and  potentially  provide  revenue  to  the  City.  The  expanded  numbers  are  directly 
linked  to  specific  requests  for  site  locations  of  additional  Public  Toilets.  DPW  indicates  that  it  is  their  intention  to 
initially  utilize  all  Public  Service  Kiosks  for  displaying  public  art  and,  on  a  case  by  case  basis,  they  will  evaluate  other 
potential  uses  (i.e.  location  of  pay  phone,  interactive  media  kiosk,  vending  machines,  recycle  receptacles,  etc.) 

Approval  by  the  Board  of  Supervisors  is  required  in  order  to  expand  the  program  beyond  the  trial  phase,  w  hich  w  as 
limited  to  the  installation  of  up  to  20  public  toilets  (see  Attachment  I  for  locations),  70  newsstand  kiosks  and  20  public 
service  kiosks.  Without  Board  approval,  or  other  Board  action,  the  program  would  continue  under  the  terms  of  the 
original  contract,  and  would  not  expand  or  change  for  the  duration  of  the  contract,  which  expires  in  2016. 

The  major  changes,  as  proposed,  will: 

•  Expand  the  program  to  add  up  to  an  additional  30  toilets  (for  a  total  of  50  )  and  135  kiosks  (for  a  total  of  225).' 

•  Provide  compensation,  adjusted  annually  to  the  CPI,  to  the  Department  of  Public  Works  in  the  amount  of  S35.000" , 
for  the  first  two  years  and  $25,000  for  each  subsequent  year  in  order  to  defray  a  portion  of  the  administrative  costs 
associated  with  Program  Management. 

•  Potentially  provide  additional  compensation  to  the  City  based  on  advertising  revenues  thresholds. 

•  Expand  the  hours  of  operation  for  toilets  from  6:00  a.m.  to  Midnight  to  24  hours  a  day. 

•  Increase  the  number  of  free  tokens  for  toilets  (distributed  by  over  100  public  service  agencies)  for  the  homeless  or 
other  needy  individuals  from  10,000  to  40,000  (or  higher  if  agreed  to  by  both  parties). 

•  Potentially  permit  kiosks  to  be  used  to  accommodate  interactive  media  terminals,  pay  telephones,  trash  receptacles, 
recycle  receptacles,  or  for  City  storage. 

Policv 

There  are  no  formal  guidelines  for  the  location  and  use  of  Public  Service  Kiosks  other  than  to  indicate 
requirements  for  site  plans,  public  hearings  and  adherence  to  City  permit  processes.  This  is  an  area  which  may 
require  Board  direction  and/or  further  clarification  or  reporting  from  DPW. 


The  installation  of  public  toilets  is  tied  to  a  fomiula/ratio  of  4.5  public  service  kiosks  installed  per  toilet. 
^  The  higher  amount  of  compensation  the  first  two  years  is  due  to  the  Department  of  Public  Works  determination  that  additional  time  and  resources  are  needed  in 
anticipation  required  public  hearings  and  permits  for  additional  t  jilet  and  kiosk  locations. 
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BACKGROUND 

On  March  10.  1 993.  DPW  released  a  Request  For  Proposals  for  the  installation,  maintenance  and  operation  of  automatic 
public  toilets  and  new  sstand  and  public  service  kiosks  in  the  City.  According  to  Mr.  Jake  Szeto,  DPW  Project  Manager, 
the  selection  ot' Jl  DeCaux  United  Sn-eet  Furniture,  Inc.  (presently  known  as  JCDeCaux  San  Francisco)  as  the  City's 
\endor  was  made  m  conformance  with  the  City's  competitive  bid  process. 

In  August  1994  the  Board  approved  a  20  year  contract  between  DPW  and  JCDeCaux  which  required  an  initial  two-year 
trial  phase  for  the  mstallation  of  up  to  20  public  toilets,  up  to  70  newsstand  kiosks  and  up  to  20  public  service  kiosks. 
Follow  ing  o\er  two  years  of  site-specific  public  hearings,  the  program  began  in  January  1997.  At  the  conclusion  of  the 
trial  period  a  total  of  20  public  toilets,  70  newsstand  kiosks  (two  were  used  for  city  storage  purposes)  and  20  public 
ser\ice  kiosks  were  installed  in  designated  locations  in  downtown  San  Francisco,  at  Fisherman's  Wharf  and  on  Market 
Street. 

Under  the  terms  of  the  original  agreement,  Public  Toilets  and  Kiosks  were  installed  on  public  rights  of  way  in  various 
locations  in  the  city.  The  DPW  indicates  that  their  evaluation  of  the  two  year  trial  period  of  the  Toilet/Kiosk  Program 
w  as  based  on  usage,  maintenance,  problems  ( including  vandalism)  and  requests  to  expand  the  program  into  parks  and 
other  neighborhoods.  Based  on  their  determination  of  the  program's  success,  DPW  is  proposing  to  expand  and  make 
changes  to  the  existing  program 

Public  Ser\'ice  Kiosks  are  designed  primarily  to  display  advertising.  They  are  structures  which  are  cylindrical  in  shape 
and  are  approximately  14  feet  high,  with  a  diameter  of  approximately  5  Vi  feet.  The  kiosks  have  two  panels  for 
advertising  and  one  for  public  art.  The  advertising  posters  are  approximately  12  feet  high  by  4  feet  wide.  The  kiosks  can 
be  modified  to  house  public  telephones,  trash  or  recycle  receptacles,  interactive  media  units  or  used  for  city  storage. 

The  trial  phase  of  the  program  called  for  public  toilets  to  operate  between  the  hours  of  6  am  to  midnight,  seven  days  a 
w  eek  and  that  inspections  would  take  place  at  least  once  per  day.  It  was  further  required  that  at  least  one  public  toilet  be 
free  of  charge  and  that  a  6  month  test  be  conducted  for  a  24  hour  operation  of  at  least  five  public  toilets  located  in  areas 
of  high  need  for  the  homeless.  Mr.  Szeto  indicated  that  in  addition,  free  tokens  were  distributed  to  over  100  public 
service  agencies  for  distribution  to  those  unable  to  afford  the  25  cents  entry  fee,  accounting  for  32%  of  the  entries  during 
the  trial  period. 

HIGHLIGHTS  OF  PROPOSED  PROGRAM  EXPANSION 
Public  Service  Kiosks  and  Public  Toilets 

The  proposed  contract  amendment  and  restatement  significantly  increases  the  number  of  public  toilets  and  public  service 
kiosks  to  be  installed  throughout  the  city.  DPW  has  received  numerous  requests  for  the  installation  of  public  service 
toilets  from  a  variety  of  communities  and  parks  in  the  city.  Under  the  terms  of  the  proposed  contract,  the  installation  of 
additional  public  toilets  will  be  linked  directly  with  the  number  of  public  service  kiosks  installed.  In  order  for  a  toilet  to 
be  installed.  4.5  public  service  kiosks  (whose  commercial  advertising  revenues  will  offset  the  cost  of  the  public  toilets) 
will  need  to  be  installed. 

DPW  indicates  that  the  mechanism  for  the  installation  of  additional  public  service  kiosks  will  be  that  DeCaux  will 
propose  site  locations,  and  the  City  will  determine  the  use  for  public  service  kiosks  (i.e.:  public  telephone,  recycle  center, 
city  storage,  etc.)  to  the  City.  This  will  initiate  the  process  of  required  public  hearings  and  the  determinafion  by  the  City 
if  the  site  and  proposed  use  is  acceptable  based  on  City  (DPW)  permit  requirements. 
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Advertising 


The  contract  permits  DeCaux  to  place  up  to  two  12'x4'  advertising  posters,  which  may  be  illuminated  up  to  24  hours  a 
day,  on  all  Public  Service  Kiosks,  subject  to  approval  from  DPW.  The  City  has  the  right  to  place  informative  matenal  on 
the  two  (2)  display  panels  on  each  Automatic  Public  Toilet  and  one  display  panel  on  each  Public  Service  Kiosk  installed. 
DPW  indicates  that  at  this  time,  it  is  their  intention  to  utilize  the  third  advertising  panel  on  all  Public  Service  Kiosks  for 
the  display  of  Public  Art,  however,  there  are  no  statements  to  that  effect  in  the  contract.  The  Art  Commission  will  select 
all  public  art  to  be  displayed,  except  that  on  Port  Property,  the  Port  Director  shall  also  review  and  approve  all  art 
displayed. 

The  contract  limits  the  size  of  advertising  posters  and  imposes  some  content  restnctions  (e.g.  no  tobacco  advertising). 
DeCaux  is  required  to  submit  site  plans  for  all  Public  Service  Kiosks  and  public  hearings  are  required  for  the  proposed 
installation  of  all  new  Public  Service  and  Public  Toilet  Kiosks. 

Mr.  Steve  Cornell,  President  of  the  City's  Small  Business  Commission  and  Mr.  Scott  Hauge  of  the  Small  Business 
Network  expressed  a  concern  about  the  size  of  the  kiosks  for  certain  communities  and  the  potential  for  certain  types  of 
commercial  advertisements  placed  at  the  Public  Service  Kiosk  locations  to  be  problematic  for  small  businesses.  Both 
representatives  expressed  concern  that  there  be  consideration  and  sensitivity  by  DeCaux  when  seeking  commercial 
advertising  so  that  ads  placed  on  Public  Service  Kiosks  do  not  directly  compete  or  advertise  against  a  smaller  business  at 
which  the  kiosk  site  may  be  located.  Mr.  Cornell  also  expressed  concern  regarding  the  size  of  the  Kiosks,  indicating  that 
they  may  not  fit  in  all  communities  of  the  city  and  stated,  for  example,  that  he  would  not  want  merchants  to  be  in  a 
situation  where  they  would  have  to  give  up  access  to  a  parking  space,  or  outside  seating  or  display  space  in  order  to 
accommodate  a  Public  Service  Kiosk. 

Advertising  Revenues 

The  proposed  contract  amendments  provides  for  three  levels  of  payments  to  DPW  for  commercial  advertising  revenues 
which  reach  a  certain  threshold^  for  calendar  years  1998-2004,  the  City  would  receive  2%  of  all  adv  ertising  revenues 
generated  (estimated  by  DPW  to  be  approximately  $60,000/year).  In  all  subsequent  years  of  the  contractual  period,  any 
years  where  the  first  threshold  is  reached,  the  City  would  receive  5%  of  all  advertising  revenues  (estimated  at 
approximately  $150,000/year.)  If  advertising  revenues  meet  or  exceed  the  second  threshold,  DPW  would  receive  7%  of 
the  advertising  revenues  (estimated  at  approximately  $210,000.) 

Revenues  generated  from  commercial  advertising  are  used  by  DeCaux  to  offset  the  costs  associated  with  the  operation 
and  maintenance  of  the  Public  Toilets  and  Public  Service  Kiosks.  The  contract  specifies  that  all  payments  to  the  Cit>' 
under  the  terms  of  the  contract  will  be  paid  directly  to  the  Department  of  Public  Works.  Under  the  terms  of  the  proposed 
contract  amendment,  after  year  seven,  the  City  could  receive  revenue  which  exceeds  the  City's  cost  to  fund  a  full  time 
project  manager.  According  to  Mr.  John  Madden,  of  the  Controllers  Office,  any  funds  which  DPW  would  receive  in 
excess  of  those  funds  needed  to  support  the  full  time  staff  position  would  be  used  to  offset  future  General  Fund 
appropriations  to  DPW. 

Basis  For  Expansion  of  the  Program 

The  DPW  has  determined  the  Public  Toilet  Program  to  be  successful  based  on  their  evaluation  of  usage,  the  qualit\-  of 
maintenance  provided  by  DeCaux  and  the  relatively  low  vandalism  rate  for  the  sites.  In  addition  to  the  toilets  being  self- 
cleaning,  each  location  is  visited  by  a  maintenance  technician  on  a  daily  basis.  The  contract  allows  for  a  S2.000  year/per 
site  vandalism  cap.  According  to  Mr.  Szeto,  during  the  tnal  phase,  none  of  the  public  toilet  sites  expenenced  vandalism 


^  The  first  threshold  would  be  revenue  generated  from  advertising  in  the  amount  of  518,000  multiplied  by  the  Consumer  Pnce  Index  (CPI),  multiplied  by  the  number 
of  Public  Service  Kiosks  installed  during  the  calendar  year.  The  second  threshold  would  be  reached  after  revenue  in  the  amount  of  S25,0OO  is  reached,  using  the 
same  formula. 

401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


4 


exceeding  that  amount,  although  some  sites  (specifically  m  the  Tenderloin)  did  experience  vandalism.  Should  the 
vandalism  at  a  particular  site,  exceed  the  $2,000  limit,  the  City  and  DeCaux  could  agree  to  re-locate  the  site  to  another 
location. 

The  70  new  sstand  kiosks  installed  during  the  trial  phase  replaced  existing  newsstands  in  the  city  and  that  number  will  not 
increase  under  the  proposed  contract  amendment.  The  20  public  service  kiosks  have  been  used  to  display  public  art, 
public  information  and  for  city  storage. 

Public  Service  Kiosks  on  Citv  Streets  and  Public  Property 

DPW  Commission  Order  No.  163,368  (an  attachment  to  the  contract)  defines  "Public  Service  Kiosk"  as  a  fi-ee  standing 
circular  kiosk,  divided  into  three  sections,  two  of  which  display  advertising  panels  and  one  which  provides  access  to  a 
public  service  such  as  public  art,  a  newsstand,  news  rack,  display  of  map  or  local  information,  telephone  booth,  recycling 
bin.  vending  machine,  interactive  video  information  system  or  other  public  service. 

The  guidelines  require  an  application  to  be  submitted  to  DPW,  which  upon  its  determination  that  guidelines  are  met,  will 
then  proceed  with  required  public  hearings,  permits,  postings,  etc.  There  are  no  requirements  in  the  existing  guidelines 
w  hich  designate  specific  numbers,  locations  or  uses  of  the  Public  Service  Kiosks  for  City  purposes. 

POLICY  ISSUES 

1.  Does  this  Program  Serve  a  Public  Purpose? 

This  contract  enables  the  City  ,  to  improve  public  health  conditions  in  many  areas  of  the  city  by  providing  toilet  facilities 
in  locations  where  there  would  otherwise  be  no  such  public  facility.  These  services  have  proven  especially  useful  in 
areas  of  the  city  where  there  is  a  significant  homeless  population,  as  well  as  areas  where  there  is  heavy  pedestrian  /tourist 
traffic  and  in  City  parks.  Attachment  I  provides  locations  of  existing  and  planned  Public  Toilet  Kiosks.  The  Department 
of  Public  Works  indicated  that  they  have  maintained  a  list  of  more  than  20  requests  for  Public  Toilets  to  be  located  in 
parks  and  various  communities.  The  program  also  provides  visually  improved  newsstand  locations,  and  is  set  up  to 
potentially  provide  other  services. 

The  matter  of  determining  services  that  may  or  may  not  be  offered  in  Public  Service  Kiosk  locations  should  be  further 
explored  in  order  to  ensure  a  balance  of  services.  With  the  considerable  expansion  of  Public  Service  Kiosks  proposed 
and  the  potential  for  their  multipurpose  use,  the  Board  may  wish  to  consider  requesting  DPW  to  develop  a  plan  to  ensure 
a  balance  of  services  contained  withm  public  service  kiosks.  The  Board  may  also  wish  to  "set  aside"  a  certain  number  of 
these  kiosks  for  designated  City  purposes  (i.e.  installation  of  interactive  video  information  systems  or  recycling  bins  or 
other  designated  public  purposes  which  promote  programs  or  policies  which  have  been  adopted  by  the  City). 

2.  Cost  to  the  Citv  and  Potential  Revenue 

The  operation  of  this  program  requires  no  capital  purchases  or  expenses  by  the  City;  only  minimum  funding  in  the  way 
of  salary  and  support  for  one  full  time  Project  Manager  in  the  Department  of  Public  Works.  The  programs  are  supported 
almost  entirely  through  revenue  from  advertising  and  public  toilet  usage.  The  terms  of  the  amended  contract  indicate 
that  during  the  first  two  years  of  the  amended  contract  period,  payments  in  the  amount  of  $35,000  and  m  all  subsequent 
years,  $25,000  will  be  paid  to  the  City  by  DeCaux  to  offset  the  costs  associated  with  City  expenses  related  to  site 
selection  public  hearings,  permit  processes  and  the  management  of  this  program.  A.s  discussed  in  earlier  sections  of  this 
report,  due  to  the  expansion  of  the  program,  there  is  also  potential  for  additional  revenue  to  accrue  to  the  City  from 
advertising  on  the  Public  Service  Kiosks  which  will  be  paid  directly  to  the  Department  of  Public  Works.  Funds  paid  to 
DPW  which  exceed  costs  associated  with  the  oversight  and  management  of  this  program  could  be  designated  by  the 
iioard  for  other  City  General  Fund  Purposes.  Presently,  if  funds  were  to  be  paid  to  DPW  above  the  actual  costs  to  the 
department,  those  funds  would  be  credited  against  future  General  Fund  allocations. 
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OPTIONS 


1.  Approve  the  Ordinance  before  you  which  would  amend  and  restate  the  existing  20  year  contract  between  the  C'liy 
and  JCDeCaux  San  Francisco  in  order  to  significantly  expand  and  make  changes  to  improve  and  provide 
additional  services  and  resources  related  to  the  existing  Public  Toilet  and  Public  Information  Kiosk  Program. 

2.  Do  not  approve  the  Ordinance,  in  which  case  the  program  would  continue  under  the  terms  of  the  original 
contract,  and  would  not  expand  or  change  for  the  duration  of  the  contract,  which  expires  in  2016. 

3.  Request  the  Department  of  Public  Works  to  develop  a  plan  which  proposes  a  balance  of  services  contained 
within  the  additional  Public  Service  Kiosks.  The  Board  may  also  wish  to  designate  that  a  certain  number  of  these 
kiosks  be  set  aside  for  designated  City  purposes  (i.e.  installation  of  interactive  video  information  systems  or 
recycling  bins  or  other  public  purposes  which  promote  programs  or  policies  which  have  been  adopted  b\'  the 
City). 

4.  Request  the  Department  of  Public  Works  to  prepare  an  annual  report  to  the  Board  of  Supervisors  which  includes 
information  on  the  installation  of  all  new  Public  Toilet  and  Public  Service  Kiosk  locations  and  usage  and  actual 
revenue  from  the  program  . 


Analysis  prepared  by:    Tamara  Maimon 

Senior  Legislative  Analyst 
(415)  554-7787 
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ATTACHMENT  I 


Locations  of  Automatic  Public  Toilets  (APT)  Already  Installed 

1 .  St.  Mary's  Square  (Pine  and  Quency) 

2.  Mission  and  6th 

3.  Mission  and  24th 

4.  Mission  and  16th 

5.  Grove/Larkin  (Civic  Center  Plaza) 

6.  Market  and  7"^  (UN  Plaza) 

7.  Larkin  and  O'Farrell  (MaCauley  Park) 

8.  Eddy  and  Jones  (Boedecker  Park) 

9.  Market  and  Powell 

1 0.  Geary  and  Powell  (Union  Square) 

1 1 .  Market  and  California 

12.  Justin  Herman  Plaza 

1 3.  Fisherman's  Wharf  (Jefferson  and  Powell) 

14.  Fisherman's  Wharf  (Jefferson  and  Powell) 

15.  Bay  and  Taylor 

16.  Marginal  Wharf  at  Pier  7 
17.StanyanA/\/aller 

18.  Union/Columbus,  Washington  Square 

19.  First/Mission  (Transbay  Terminal) 

20.  Market/17'' 


Preliminary  Locations  of  the  Remaining  7  APTs  in  the  Initial  Phase 

(All  Locations  subject  to  Public  Hearing) 

21.  Coit  Tower 

22.  John  McLaren  Park 

23.  Treasury  Island  (near  guard  shad) 

24.  Treasury  Island  (nearfising  pier) 

25.  Cesar  Chavez  and  Mission 

26.  Page  and  Buchanan 

27.  Kearny  and  Jackson 


)»\BSMINUSZETO\TOlLETS\LOCAT10NVLoc«uoiu  of  1st  20  apu  and  remaining  7  apu  in  the  initial  phase  doc 
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EXECUTIVE  SUMMARY 


Requested  Action 

This  bill  prohibits  campaigns  for  City  office  or  City  ballot  measures  from  printing  endorsements  the  campaign 
knows  to  be  false  in  the  90  days  preceding  an  election,  and  provides  for  a  penalty  of  up  to  S5,000  for  violation. 

Background  Summary 

The  Ethics  Commission  is  proposing  this  legislation  due  to  concern  about  campaign  literature  which 
erroneously  represent  that  a  candidate  or  ballot  measure  is  supported  or  opposed  by  a  given  figure  or 
organization  in  order  to  influence  the  outcome  of  an  election. 

This  proposed  ordinance  would  allow  the  City  Attorney  or  District  Attorney  (depending  on  whether  the  alleged 
violation  is  criminal  or  civil  in  nature)  to  commence  action  against  the  offending  campaign  after  referral  from 
the  Ethics  Commission,  which  the  City  Attorney  has  interpreted  to  have  charter  authority  to  investigate  such 
matters.  The  ordinance  also  allows  individual  voters  to  bring  suit,  a  process  which  would  bypass  the  Ethics 
Commission. 

Policy  Issues  in  Brief 

•  The  proposed  ordinance  is  narrowly  constructed  to  include  only  false  endorsements,  not  false  statements. 

•  Without  an  ordinance  specifying  a  penalty,  will  false  endorsements  become  a  significant  problem"^ 

•  The  prohibition  on  photographs  which  imply  an  endorsement  that  is  false  may  be  difficult  to  interpret,  as  it 
requires  a  subjecfive  judgment. 

•  The  proposed  ordinance  does  not  cover  all  forms  of  media,  such  as  radio  and  television  ads  and  phone 


•    The  ordinance  does  not  provide  for  speedy  resolution  of  complaints  unless  the  complaining  party  brings 
action  in  court  for  an  injunction  ~  complaints  processed  by  the  Commission  route  may  take  several  months 
or  more  to  resolve  due  to  confidentiality  requirements. 


banks. 
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BACKGROUND 

Current  I. aw 

There  is  no  current  City  law  or  charter  provision  prohibiting  false  endorsements.  State  and  City  law  extensively 
regulate  campaign  finance  and  disclosure,  but  are  silent  on  this  matter  except  for  a  provision  in  the  Elections 
Code  relating  to  party  committee  names. 

Background 

From  time  to  time,  voters  and  organizations  have  made  complaints  to  the  Department  of  Elections  and  the 
Ethics  Commission  ("Commission")  concerning  false  endorsements  and/or  statements,  but  the  Commission  has 
lacked  authority  to  pursue  such  matters.  The  volume  of  such  complaints  has  not  been  large,  according  to  the 
Commission  and  the  Department  of  Elections,  less  than  ten  total  in  the  past  several  years.  Recently,  the 
Commission  has  been  made  aware  of  at  least  three  instances  of  false  or  questionable  endorsements,  although  the 
Commission  has  not  investigated  the  authenticity  of  these  claims  in  detail.  This  issue  has  been  highlighted  for 
the  Commission  by  the  proliferation  of  for-profit  slate  mailers 

The  Commission  allowed  for  public  input  at  several  meetings  concerning  this  measure,  and  engaged  in 
significant  outreach  to  affected  parties  (including  political  consultants)  in  developing  this  legislation.  Common 
Cause  contributed  input  in  this  process,  while  the  League  of  Women  Voters  has  not  taken  a  formal  position. 

Legal  Issues 

In  practical  terms,  this  ordinance  prohibits  false  endorsements  when  the  campaign  "acts  with  knowledge  of  the 
falsity. .  .or  with  reckless  disregard  for  the  truth. . .,"  which  is  a  fairly  high  legal  standard  to  meet.  By  focusing 
narrowly  on  endorsements  and  also  incorporating  a  90-day  window  prior  to  the  election,  the  ordinance  increases 
its  legal  defensibility. 

The  authority  for  the  Commission  to  investigate  false  endorsements  is  not  specifically  stated  in  the  City 
Charter;  the  charter  refers  to  the  Commission  being  empowered  to  investigate  issues  related  to  campaign  finance 
as  well  as  governmental  ethics.  The  City  Attorney  has  interpreted  these  provisions  to  be  broad  enough  to 
include  investigation  of  false  endorsements. 

A  number  of  states  have  enacted  statutes  prohibiting  false  statements  in  campaign  literature,  notably  Oregon, 
Washington,  Nevada,  North  Dakota  and  Ohio.  Recently,  the  Washington  Supreme  Court  ruled  that  state's  act  to 
be  an  unconstitutional  infringement  on  first  amendment  Iree  speech  rights,  saying,  in  essence,  that  even 
knowingly  false  speech  is  protected  speech,  if  it  is  political  in  nature.  First  amendment  challenges  are  in 
process  in  both  Nevada  and  Ohio.  The  California  Political  Reform  Act  of  1974  (which  created  the  Fair  Political 
Practices  Commission)  is  silent  on  the  matter  of  false  statements.  The  Elections  Code  (Section  20007)  includes 
a  specific  prohibition  on  implying  that  a  candidate  or  campaign  has  the  support  of  a  political  party's  county  or 
state  central  committee,  if  that  is  in  fact  untrue.  The  FPPC  indicates  it  is  unaware  of  any  other  cities  with  such 
regulations. 
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POLICY  ISSUES 

Scope  of  the  Ordinance 

•  Narrow  False  Endorsement  Focus  versus  Broad  False  Statement  Focus 

After  much  discussion,  the  Commission  decided  to  focus  on  the  more  narrow  issue  of  false  endorsements,  rather 
than  the  broader  problem  of  false  statements.  In  the  course  of  discussing  this  issue,  the  Commission  considered 
some  additional  options,  such  as  not  prohibiting  "false"  endorsements,  but  requiring  a  disclaimer,  and  requiring 
campaigns  to  file  a  statement  with  the  Commission  to  establish  proof  of  endorsements.  In  the  case  of 
disclaimers,  the  Commission  did  not  feel  that  this  addressed  the  problem.  In  the  case  of  filing  requirements, 
discussions  with  the  California  Fair  Political  Pracfices  Commission  (FPPC)  indicated  that  additional  local  filing 
requirements  may  conflict  with  state  law.  These  discussions  were  informal,  however;  it  has  not  been 
established  that  addifional  filing  requirements  is  an  area  definitively  pre-empted  by  state  law. 

•  Photograph  as  Potential  False  Endorsement 

The  prohibition  on  photographs  may  also  be  problematic,  as  many  elected  officials  former  and  current  ha\  e 
been  photographed  in  a  wide  variety  of  situations  and  contexts,  and,  unlike  a  printed  statement,  a  photograph  is 
more  subjective  in  its  interpretation.  For  example,  does  a  photograph  portraying  two  elected  officials  talking  to 
each  other  (with  one  running  for  a  City  office)  thus  imply  an  endorsement?  Use  of  a  "portrait  shot"  of  a  person 
in  a  campaign  mailing  will  usually  have  a  fairly  clear  meaning,  but  group  photos,  officials  photos,  news  photos, 
etc.,  may  be  more  difficult  to  interpret.  Since  the  meaning  of  a  photograph  is  not  as  discernible  as  a  written 
statement,  delefion  of  the  reference  to  photographs  may  make  the  ordinance  more  defensible  and  pre\  ent  some 
unsubstanfiated  complaints. 

•  Printed  Matter  Focus  versus  Including  all  Media  Forms 

It's  also  worth  noting  that  this  ordinance  prohibits  the  transmission  of  false  endorsements  in  printed  materials, 
such  as  doorhangers  and  slate  cards,  but  is  silent  on  other  forms  of  media  such  as  radio,  television,  telephones 
and  the  Internet.  While  these  forms  of  media  are  not  as  common  in  San  Francisco  elections,  they  ha%  e  been 
used  in  the  past.  In  particular,  negafive  telephone  banks  have  been  employed  in  other  jurisdictions.  \\  ith  false 
endorsements  sometimes  incorporated.  Since  printed  material  is  the  most  frequently  employed  media  in  San 
Francisco  campaigns  by  far,  the  Commission  is  proposing  to  regulate  false  endorsements  specifically  in  printed 
form  only.  It's  also  common  for  City  campaigns  to  use  both  paid  and  volunteer  phone  banks.  Other  forms  of 
advertising  (such  as  the  Internet)  may  gain  currency  in  fijture  years.  In  this  context,  the  value  of  the  proposed 
ordinance  may  be  increased  by  broadening  it  to  include  advertising  forms  beyond  printed  matter.  The  Ohio 
statute,  for  example,  specifically  includes  radio  and  television  advertising  in  its  applicability,  and  such 
regulations  are  not  pre-empted  by  federal  communications  law. 

Enforcement  Issues 

•  Confidential  Nature  of  Ethics  Commission  Complaint  Process 
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A  problem  with  referring  complaints  to  the  Commission  is  that  the  process  of  investigation  and  fact-finding  is 
ver>'  time  consuming  and  by  charter  is  completely  confidential.  The  complainant,  however,  is  fi*ee  to  make 
charges  in  the  press  pnor  to  the  election,  perhaps  damaging  their  opponent's  campaign.  The  Commission 
acknowledges  this  dilemma,  but  still  feels  that  the  ordinance  as  presented  will  have  a  deterring  effect,  as  any 
fines  or  penalties  levied  will  be  likely  to  receive  a  great  deal  of  publicity,  even  if  after  the  election.  The  reason 
the  processing  of  complaints  takes  such  a  long  time  is  that  charter  and  Commission  regulations  specify  a 
detailed  sequence  of  events  which  includes  Commission  oversight  at  many  different  stages,  review  by  the  City 
and/or  District  Attorneys,  and  sufficient  opportunity  to  both  find  facts  and  allow  response  by  those  accused. 

Ohio 's  Solution  to  Frivolous  Complaints 

Ohio  avoided  the  confidentiality  issue  leading  to  unfounded  accusations  by  making  all  proceedings  concerning 
these  types  of  complaints  completely  public  --  their  statute  also  mandates  a  probable  cause  hearing  within  3 
days  of  complaint  filing,  the  results  of  which  are  public  ~  this  has  had  the  effect  of  discouraging  fiivolous 
complaints.  This  quick  turnaround  for  the  initial  determination  of  validity  has  not  meant  great  additional 
administrative  costs  for  Ohio,  as  a  subcommittee  of  their  commission  convenes  to  make  the  probable  cause 
determination,  rather  than  salaried  hearing  officers.  While  the  Commission  is  a  logical  administrator  for  false 
endorsement  complaints,  the  statutes  and  regulations  that  the  Commission  operates  under,  which  specify  such  a 
high  degree  of  confidentiality,  may  be  a  hindrance  in  dispatching  politically-motivated  complaints.  These 
confidentiality  requirements  are  sensible  in  the  context  of  ethics  complaints,  the  main  or  original  function  of  the 
Commission.  The  ordinance  as  drafted  does,  however,  contain  a  provision  allowing  the  court  to  award 
attorney's  fees,  which  is  the  Commission's  approach  to  limiting  fiivolous  complaints. 

Ethics  Commission  Jurisdiction 

The  City  Charter  specifically  gives  the  Ethics  Commission  jurisdiction  over  lobbying,  campaign  finance, 
governmental  ethics  and  conflicts  of  interest.  Regulation  of  false  campaign  statements  does  not  appear  to  neatly 
fit  into  any  of  these  categories.  The  City  Attorney's  Office,  however,  feels  that  this  is  not  new  territory,  noting 
that  the  Commission  already  investigates  violations  of  the  Campaign  Finance  Reform  Ordinance,  which 
requires  disclaimers  on  campaign  literature.  It  is  also  their  interpretation  that  the  investigation  of  deliberate 
falsehoods  in  campaign  literature  comes  under  the  rubric  of  governmental  ethics.  If  this  interpretation  raises  a 
further  question  for  the  Board,  the  City  Attorney  could  be  requested  to  render  an  opinion  that  the  charter 
language  is  sufficiently  broad  to  include  this  kind  of  regulation  within  the  scope  of  duties  of  the  Commission. 

•         Volume  of  Additional  Work  for  Commission 

Because  the  ordinance  sets  such  a  high  bar  for  violation  (must  be  a  knowing  falsehood  or  with  reckless 
disregard  for  the  truth),  it  is  unlikely  that  exuberant  political  speech  will  give  cause  for  a  complaint  ~  for 
example,  an  endorsement  awarded,  then  later  retracted  (but  still  claimed  by  the  campaign)  would  be  likely  to 
fall  into  llic  caicyory  of  inadvertent  error  versus  intentional  lie.  Based  on  receiving  relatively  few  complaints 
about  such  lalsiiics  thus  far,  the  Executive  Director  of  the  Ethics  Commission  feels  that  enforcement  of  the 
proposed  ordinance  would  not  require  additional  staff  or  significant  additional  resources.  The  Commission  has 
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surveyed  the  states  with  false  statement  statutes,  their  experience  indicates  that  these  types  of  complainls  arc  a 
relatively  low  percentage  of  their  total  complaint  volume. 

OPTIONS  &  RECOMMENDATIONS 

Options 

1.  The  Commission  could  consider  modifying  the  ordinance  and  its  own  internal  regulations  to  set  up  a 
distinct  process  for  false  endorsement  complaints  which  is  public,  rather  than  confidential,  and 
incorporates  some  form  of  expedited  review  concerning  the  initial  determination  of  complaint  validity. 

2.  If  there  is  concern  that  the  charter  authority  of  the  Commission  is  not  sufficiently  broad  to  include 
regulation  of  false  endorsements,  the  ordinance  could  be  amended  to  include  a  section  specifically 
empowering  the  Commission  to  investigate  these  kinds  of  complaints. 

3.  The  prohibition  on  photographs  as  false  endorsements  could  be  removed.  While  it  is  clear  that  a 
photograph  may  imply  an  endorsement,  a  photograph's  meaning  may  be  so  subjective  as  to  render  this 
provision  in  the  ordinance  unenforceable  or  very  difficult  to  enforce. 

Recommendations 

1.  That  the  ordinance  be  amended  in  Section  16.551  (A)  to  read: 

"Campaign  Literature  Media.  The  term  "campaign  literature  media"  includes  but  is  not  limited  to  any 
flyer,  doorhanger,  pamphlet,  brochure,  card,  billboard,  letter,  radio  advertisement,  television 
advertisement,  coordinated  telephone  solicitation.  Internet  site  or  advertisement  or  any  other  form  of 
advertisement  urging  support  for  or  opposition  to  one  or  more  candidates  or  ballot  measures,  [remainder 
of  section  unchanged] 

Broadening  the  definition  from  literature  to  media  retains  the  Commission's  intent,  which  is  to  regulate  false 
endorsements,  but  insures  that  two  different  standards  will  not  be  created  -  one  for  printed  matter  and  another 
for  other  forms  of  advertising. 

2.  That  the  ordinance  be  amended  in  Section  16.552,  second  sentence  to  read: 

"A  false  endorsement  is  a  the  use  of  a  person's  name,  statement,  signature,  photograph,  or  image, 
representing  that  a  the  person  endorses  support  of  or  opposition  to  a  candidate  or  measure  when  in  fact 
the  person  does  not  endorse  support  of  or  opposition  to  the  candidate  or  measure  as  stated  or  implied  in 
the  campaign  literature." 

Adding  this  phrase  insures  that  the  unauthorized  use  of  a  name  alone  is  also  clearly  prohibited. 

[Report  prepared  by  John  D.R.  Clark,  Legislative  Analyst  -  554-7781;  john_clark@ci.sfca.us] 
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Requested  Action: 

The  first  ordinance  (file  98-1555)  corrects  a  technical  error  in  the  Parks  Code  by  correcting  a  section  reference 
to  restrictions  on  alcohol  use  in  parks.  The  second  ordinance  (file  98-1555)  prohibits  the  consumption  of 
alcohol  in  certain  City  parks  which  have  had  a  history  of  alcohol  and/or  drug  abuse  problems  (Argone  Park, 
Boddeker  Park,  Civic  Center  Plaza,  Duboce  Park,  Fulton  Park,  Hayes  Valley  Playground,  Joseph  Lee 
Recreation  Center,  Merced  Heights  Playground,  Mission  Playground  and  Recreation  Center,  Oceanview 
Pla\  ground,  Portsmouth  Square,  Union  Square  Park,  and  the  following  portions  of  Golden  Gate  Park:  The 
Panhandle,  Stanyan  Meadow,  Kezar  Stadium  Park)  without  permission  from  the  either  the  General  Manager  of 
Recreation  and  Parks  or  the  Recreation  and  Parks  Commission. 

Current  Law: 

Persons  are  not  allowed  to  be  inebriated  in  the  parks  or  to  consume  alcohol  in  a  park  building,  playground, 
s\\  imming  pool  or  park  restroom,  but  may  consume  alcohol  elsewhere  in  parks.  Consuming  alcohol  on  City 
streets  and  in  other  public  areas  (e.g.,  community  centers)  is  prohibited. 

Background: 

The  parks  listed  in  the  ban  were  selected  by  the  General  Manager  of  Recreation  and  Parks  and  the  precinct 
commanders  of  SFPD,  this  list  represents  their  assessment  of  the  parks  which  have  the  greatest  problem  with 
alcohol  abusers  interfering  with  responsible  park  users.  This  assessment  is  based  on  the  precinct  commander's 
evaluation  of  alcohol-related  problems  relative  to  the  overall  number  of  visitors  to  the  parks  in  question.  SFPD 
does  not  collect  statistics  about  alcohol  abuse  specific  to  park  locations,  nor  does  Recreation  and  Parks  collect 
statistics  about  the  number  of  visitors  to  each  park.  The  City  Attorneys  Office  indicates  that  this  list  could  be 
amended  by  adding  or  deleting  parks  in  future  years,  depending  on  the  persistence  of  alcohol  problems.  The 
Recreation  8c  Parks  Department  specifically  considered  the  approach  of  making  a  very  long  list  of  parks  with  at 
Icasi  some  alcohol  problem,  but  decided  to  limit  the  list  to  those  parks  most  greatly  impacted.  This  approach 
limiicd  the  impact  on  law-abiding  persons  using  parks  with  less  than  severe  alcohol  abuse  problems.  This  is 
w  hy  Dolores  Park,  for  example,  was  excluded  from  the  list. 

(  iiiiciiil', .  ilic  Recreation  and  Parks  Department  has  procedures  in  place  for  groups  of  25  people  or  more  that 
.'    :  I  111    iM  consume  alcohol  in  conjunction  with  an  event  such  as  a  wedding  or  picnic.  The  applicant 
II  I   .1'    "II  ihc  form  that  alcohol  will  be  consumed  and  this  is  taken  into  consideration  in  the  applicafion 
:i\>\>:"   it    I  he  ckpariincnl  anticipates  using  the  same  procedures  in  implemendng  this  ordinance  -  an  individual 
oi    iiiiip  oi  kss  ilian  25  uould  have  to  make  application  in  writing  to  the  department,  requesdng  permission  to 
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consume  alcohol  in  one  of  the  listed  "alcohol  banned"  parks.  The  department  has  indicated  that  an  apphcant 
would  have  to  have  a  compelling  reason  as  to  why  permission  should  be  granted,  gi\  cn  that  there  are  many 
alternative  park  sites  without  a  ban.  The  department  felt  this  ordinance  was  needed  to  combai  the  attendant 
problems  of  alcohol  consumption:  litter,  persons  relieving  themselves,  increased  fighting  and  more  aggressive 
panhandling. 

Policy  Issues: 

•  This  ordinance  may  have  the  unintended  effect  of  increasing  the  number  of  persons  drinking  in  adjacent 
streets  and  public  places  due  to  displacement  from  park  areas  covered  in  the  ban. 

•  While  this  ordinance  intends  to  increase  the  safety  and  enjoyment  of  certain  parks  for  responsible  park 
users,  it  may  also  result  in  increased  numbers  of  persons  being  funneled  into  the  Jail  or  other  criminal 
justice  programs. 

Option: 

While  this  issue  was  considered  at  several  Recreation  and  Parks  Commission  meetings  open  to  the  pubhc  and 
did  not  receive  extensive  public  comment  at  that  stage,  it  has  not  been  considered  by  other  agencies  \\  hich 
advocate  for  the  homeless  and  substance  abusers.  This  ordinance  could  be  referred  to  other  appropriate 
commissions  and/or  committees  for  review  and  recommendation,  such  as  the  Human  Ser\  ices  Commission  or 
the  Health  Commission.  These  agencies  may  be  in  a  better  position  to  evaluate  and  propose  solutions  to  address 
the  attendant  consequences  of  enforcing  this  ordinance. 

[Report  prepared  by  John  D.R.  Clark,  Legislative  Analyst:  554-7781 ;  john_clark@ci.sf  ca.us] 
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EXECUTIVE  SUMMARY 

There  are  two  Resolutions  before  you  relative  to  the  establishment  of  a  Business  Improvement  District  at  Union  Square. 
The  first  Resolution  is  a  Declaration  of  Intent  by  the  Board  to  establish  a  property  and  business  improvement  district, 
known  as  "Union  Square  Business  Improvement  District"  (BID).  This  would  authorize,  as  allowed  by  state  law,  the  levy 
and  collection  of  a  five  year  assessment  on  property  owners  for  specific  enhanced  improvements  such  as  street  and 
sidewalk  maintenance,  security  and  marketing,  to  the  properties  located  within  the  BID. 

The  second  Resolution  sets  forth  ballot  and  voting  procedures,  as  required  by  Proposition  218,  which  in  1996  amended 
the  California  Constitution  establishing  procedural  and  substantive  requirements  for  the  levy  and  collection  of 
assessments,  such  as  those  by  a  Business  Improvement  District. 

State  law  requires  that  in  order  to  initiate  the  establishment  of  a  Business  Improvement  District,  the  local  legislative  bod> 
(in  this  case,  the  Board)  needs  to  approve  a  Resolution  of  Intent,  approve  the  establishment  of  an  Advisory  Board  and 
approve  a  Business  Improvement  Plan  as  submitted  by  the  Advisory  Board.  The  Board  must  also  hold  a  public  hearing 
and  provide  property  owners  with  the  opportunity  to  cast  ballots  on  the  proposed  assessment.  The  Business 
Improvement  Plan  must  identify  budget  and  program  priorities  and  makes  recommendations  on  the  specific  expenditure 
of  revenues  fi-om  the  levy  of  assessments  within  the  BID,  classify  properties,  and  identify  the  method  and  basis  for 
levying  assessments.  In  addition.  Proposition  218  requires  the  preparation  of  an  engineer's  report  for  the  purpose  of 
determining  the  extent  to  which  the  proposed  program  would  create  a  "general  benefit"  to  other  property,  as  contrasted  to 
"special  benefit"  to  the  properties  located  in  the  district.  Property  owners  may  only  be  assessed  for  special  benefits.  To 
the  extent  there  is  any  general  benefit,  the  costs  of  that  benefit  must  come  fi-om  another  source.  The  engineer's  report  for 
the  Union  Square  BID,  prepared  by  Edward  Henning  and  Associates,  identified  21%  of  program  costs  to  be  attributed  to 
a  "general  benefit"  to  the  Union  Square  BED.  Therefore,  funding  for  21%  ($207,505)  must  come  from  sources  other  than 
the  levied  assessments  against  properties  in  the  BID.  The  Henning  report  suggests  City  grants,  board  member/volunteer 
credits,  transposed  past/current  services  values  and  others  as  potential  sources  of  this  funding. 

The  BID,  as  proposed  will  be  approximately  10  blocks  surrounding  Union  Square  with  the  exterior  boundaries  being 
Stockton  and  Grant  Streets  to  the  East,  Sutter  Street  to  the  North,  Powell  Street  and  Cyril  Magnin  to  the  west,  and  Market 
Street  to  the  South. 

The  services  proposed  by  the  creation  of  the  BID  include  an  enhanced  street  or  public  nght-of-way  maintenance,  public 
safety  and  community  service  and  relations  program  designed  to  improve  the  overall  appearance  and  safety  within  the 
BID,  to  provide  community  services  which  are  currently  unavailable  and  to  provide  enhanced  public  and  community 
relations.  A  Managing  Director  would  be  hired  by  the  Advisory  Board  to  oversee  the  management  and  operations  of  the 
BID.  The  proposal  includes  the  goal  of  working  to  employ  the  homeless  in  many  of  the  jobs  that  will  be  created;  the 
development  of  a  Community  Services  Ambassador  program  which  would  coordinate  and  assist  with  overall  security  and 
assist  in  dispensing  a  variety  of  informafion  to  the  public  and  utilizing  a  lOB  (on  duty,  but  privately  funded)  San 
Francisco  Police  Officer  to  oversee  and  coordinate  the  public  safety  program. 
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The  proposed  annual  budget  for  the  BID  is  $967,081  which  includes  an  annual  contribution  from  the  City  in  the  amount 
of  $200,000.  The  BID  would  be  in  effect  for  five  years,  the  maximum  allowed  by  State  law.  After  five  years,  the 
petition/approval  process  would  have  to  be  repeated  in  order  for  the  BID  to  remain  in  existence. 

POLICY 

ITiis  w  ould  be  the  first  Business  Improvement  District  created  in  the  city  and  as  such  may  require  the  development  of 
policies  and  procedures  in  order  to  facilitate  coordination  between  the  BID  and  City  departments. 

Additionalh-,  the  Union  Square  BID  Plan  calls  for  an  annual  contribufion  of  $200,000  by  the  city  which  is  not  referenced 
in  the  legislation.  The  proposed  funding  commitment  by  the  City,  which  could  be  used  to  meet  the  "general  benefit" 
need  as  identified  in  the  engineer's  report,  may  require  a  supplemental  appropriation  for  this  fiscal  year  and  annual 
appropriations  in  subsequent  years  for  the  purpose  of  contributing  to  the  BID.  An  annual  contribution  by  the  City  to 
supplement  the  BID  could  create  a  precedent  for  other  BIDs  which  may  be  created  and  an  ongoing  source  of  funding  for 
the  City  contribution  would  need  to  be  identified.  Addifionally,  if  the  City  contribution  takes  the  form  of  a  grant  or 
contract,  the  City's  contribution  to  the  BID  would  mandate  that  City  confracting  requirements  be  adhered  to  by  the  BID. 

BACKGROUND 

Business  Improvement  Districts  are  used  by  many  cities  across  the  nation  to  encourage  and  enhance  economic 
de\'elopment  efforts.  BIDs  serve  as  a  tool  to  provide  additional  services  beyond  those  provided  by  the  City  and  permit 
the  use  of  a  city's  taxing  authority  to  collect  an  assessment  levied  by  the  property  owners  on  themselves  in  order  to 
produce  revenue  for  the  sole  purpose  of  improving  business  within  the  BID. 

The  creation  of  a  Business  Improvement  District  allows  local  management  of  resources  by  the  group  upon  whom  the 
assessment  has  been  imposed,  with  limited  oversight  by  the  local  legislative  body.  This  mechanism  enables  Business 
Improvement  District  participants  to  set  their  own  priorities  for  the  use  of  funds  based  upon  agreement  for  use.  The 
impetus  for  the  creation  of  a  BID  is  to  provide  services  which  will  enhance  the  quality  of  life  and  business  in  the 
designated  BID  area. 

Business  Improvement  Districts  are  utilized  in  a  variety  of  ways  by  different  cides.  Some  BIDs  are  created  in  order  to 
ha\  e  dedicated  funding  to  market  and  promote  the  businesses  located  within  the  BID.  Others  are  created  to  supplement 
and  enhance  city  maintenance  and  public  safety  services  in  order  to  attract  and  keep  business  in  the  area. 

We  contacted  the  cities  of  San  Diego,  Los  Angeles,  San  Jose  and  New  York  to  inquire  about  their  use  of  Business 
Improvement  Districts  and  to  inquire  as  to  the  level  of  support  (if  any)  provided  by  these  cities.  All  of  the  cities  were 
enthusiastic  about  the  operations  of  their  Business  Improvement  Districts,  citing  enhanced  economic  development 
opportunities  and  the  ability  to  make  concrete  improvements  to  business  environments  using  the  tools  available  through 
BIDs.  With  the  exception  of  San  Jose,  all  the  other  cities  provide  direct  cash  contributions  or  in-kind  contributions 
toward  the  creation  or  operafion  of  BIDs.  San  Diego  matches,  dollar  for  dollar  the  funds  made  available  to  BIDs.  Los 
Angeles  provides  grant  funding  for  start-up  costs  associated  with  creating  a  BID.  New  York  provides  in-kind  technical 
assistance  to  groups  who,  through  revitalization  efforts,  desire  to  create  a  BID  as  a  method  of  strengthening  and 
continuing  the  revitalization  efforts.  Additionally,  in  New  York,  from  time  to  time,  individual  council  members,  through 
the  budget  process  may  initiate  appropriafions  to  individual  BIDs. 

The  cities  we  contacted  employ  a  variety  of  mechanisms  for  coordinating  city  services  with  those  of  the  BIDs  as  a  way  to 
facilitate  and  support  BID  plans  These  coordinating  efforts  included,  for  example,  facilitating  permit  or  other  necessary 
approval  processes,  coordinating  schedules  between  city  workforce  and  BID  employees  and  facilitating  communication 
between  BID  and  city  staff  The  City  may  wish  to  consider  creating  a  similar  mechanism  by  requesting  the  Mayor's 
office  to  coordinate  the  liaison  activities  necessary  between  City  departments  and  the  Union  Square  BID. 
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•  In  New  York,  city  departments  must  have  a  BID  liaison  or  BID  specialist  to  assist  in  coordinatmg  and  in  some 
instances  expediting  permits  or  other  necessary  functions.  All  BID  activities  are  coordinated  through  the  Department 
of  Business  Services  . 

•  In  Los  Angeles  a  special  Task  Force  was  created  consisting  of  representatives  from  all  departments  who  would  ha\  e 
a  role  interfacing  with  the  implementation  of  BID  interests. 

•  In  San  Diego  a  special  Advisory  Board  of  City  Staff  and  representatives  from  all  BID's  exists  to  w  ork  on 
coordination  issues  and  improvements  to  processes  in  support  of  the  efforts  of  BIDs. 


PROPOSAL 


The  City  Center  Partnership,  a  Non-profit  organization  representing  property  owners  and  tenants  in  the  Union  Square 
area  has  put  forth  a  proposal  and  submitted  the  required  petitions  to  create  a  Union  Square  Business  Improvement 
District.  According  to  Ms.  Linda  Mjellem,  Executive  Director  of  the  Union  Square  Association,  the  proposal  was 
prepared  by  Ms.  Karin  Flood,  former  Managing  Director  of  the  City  Center  Partnership  Ambassador  Program  and  Ms. 
Nancy  Horman,  a  consultant,  with  input  from  a  majority  of  property  owners  within  the  boundaries  of  the  proposed  BID. 
Planning  efforts  to  create  a  Union  Square  BID  began  in  approximately  1992. 

The  proposed  BED  would  include  approximately  90  properties  located  in  an  approximate  10  square  block  area  in  Union 
Square.  The  first  year  operating  budget,  as  proposed  is  $967,081  (including  the  $200,000  contribution  from  the  City), is 
as  follows: 


$423,220  -  Maintenance  (Street  Cleaning,  frash  pick-up,  graffiti  removal,  etc.) 
$400,511  -  Pubhc  Safety  (Ambassador  program,  lOB  Police  Officer) 
$126,850  -  Management/Operations 
$  16,500  -  Contingency 


Since  1994  the  City  Center  Partnership  has  frinded,  through  monthly  voluntary  contnbutions  from  property  owners 
approximately  $20,000  ($240,000  annually),  an  Ambassador  program  to  provide  improved  and  enhanced  public  safet>-  to 
the  Union  Square  area,  a  popular  area  of  the  city  for  tourists  and  visitors.  Ms.  Linda  Mjellem  indicated  that  w  ith  the 
creation  of  a  BID  the  existing  Ambassador  program  essentially  would  be  expanded  and  enhanced  and  supported  by  all 
property  owners  and  businesses  in  the  proposed  BID  area  who  benefit  from  these  services.  The  proposed  annual  budget 
for  the  Union  Square  BID  ($967,08  l)would  quadruple  the  funds  and  services  from  those  presently  being  provided  by  the 
voluntary  Ambassador  program.  Ms.  Mjellem  indicated  that  the  best  way  to  expand  the  program,  provide  consistent 
service  and  fund  other  improvements  is  through  a  BID.  Furthermore,  they  hope  that  the  timing  of  the  planned  redesign 
of  Union  Square  Park  will  coincide  with  the  creation  of  the  BID,  in  order  to  create  the  opportunity  to  implement  new- 
standards  for  cleanliness  and  safety  in  the  area. 


In  order  to  create  a  BID  there  must  be: 


•  Petition  support  from  private  property  owners  paying  more  than  50%  of  the  proposed  pnvate  property  assessments  to 
form  the  BID 

•  A  Resolution  of  Intent  approved  by  the  Board,  including  a  management  district  plan 

•  A  public  hearing 

•  A  majority  of  ballots  cast  by  property  owners  favoring  the  plan  assessment 

•  An  advisory  board  of  property  and  business  owners  established  by  the  City. 

•  The  City  must  pass  a  Resolution  establishing  the  district  and  levying  assessments. 
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POLICY  ISSUES 


1.    Does  this  Program  Serve  a  Public  Purpose? 

The  State  Property  and  Business  Improvement  District  Law  of  1994  expanded  the  uses  of  Business  Improvement 
Distncts  to  allow  for  the  creation  of  BIDs  for  up  to  a  5  year  life  which  would  allow  revenue  for  services  to  be  raised  from 
assessments  levied  on  properties  in  order  to  finance  services  such  as  security,  maintenance,  marketing,  capital 
improvements,  economic  development  and  special  events.  Benefits  can  include  better  information  services,  improved 
marketmg,  the  creation  of  new  jobs,  improved  maintenance  and  public  safety. 

Since  the  purpose  of  a  Business  Improvement  District  is  to  create,  supplement  or  augment  existing  services  or  conditions 
in  order  to  improve  the  businesses  located  within  the  District  and  enhance  economic  development  opportunities,  there 
w  ould  appear  to  be  many  benefits  which  could  be  derived  from  the  creation  of  a  BID.  The  creation  of  additional  jobs, 
and  potential  increased  sales  would  result  in  additional  tax  dollars  accruing  to  the  City's  general  fund.  Further,  improved 
public  safety  and  cleaner  streets  would  improve  conditions  not  only  for  residents  of  the  city  who  frequent  the  Union 
Square  area,  but  also  for  visitors  and  tourists,  as  well.  All  of  these  factors  contributes  to  an  improved  and  enhanced 
community  benefit. 


2.   Costs  to  the  City/Incentives  for  BID  Status 

Over  the  life  of  the  Union  Square  BID  (5  years),  the  Union  Square  plan  identifies  a  proposed  City  contribution  of  $1 
million  ($200,000  annually)  which  would  be  applied  toward  the  general  benefit  derived  from  the  creation  of  a  BID. 
Because  Proposition  2 1 8  requires  that  funds  for  costs  within  in  a  BID  which  are  determined  to  be  a  "general  benefit" 
must  come  from  sources  other  than  the  assessment  of  the  properties  in  the  BID,  the  City's  contribution  would  serve  this 
purpose  We  note  that  city  financial  support  is  not  an  uncommon  practice  in  other  cities  with  BIDs.  The  Cities  of  San 
Diego  and  Los  Angeles  provide  direct  financial  assistance  to  BID's  in  one  form  or  another.  San  Diego  provides  a  dollar 
for  dollar  match  of  City  funds  to  those  levied  by  the  assessment.  Los  Angeles  provides  grant  funding  to  hire  consultants 
to  cover  the  start-up  costs  related  to  creating  BIDs. 

We  would  note,  however,  that  the  City  Attorney  advises  that  a  contribution  of  City  funding  in  the  form  of  a  grant  or  a 
contract  to  the  Union  Square  BID,  would  mandate  compliance  by  the  BID  with  all  city  contracting  requirements  such  as 
MBEAVBE/LBE  Programs  and  the  Equal  Benefits  Ordinance. 

The  creation  of  a  Business  Improvement  District  does  not  in  and  of  itself  impact  the  provision  of  existing  services  by  the 
City.  With  respect  to  the  Union  Square  BID,  the  City  has  agreed  to  maintain  the  existing  levels  of  service  and  not  reduce 
service  levels  simply  because  funding  exists  to  provide  additional  services  to  the  area.  However,  the  City's  contribution 
of  funds  to  the  BID  does,  contnbute  directly  to  the  provision  of  additional  services  to  the  BID  area.  But  we  would  note 
that  this  funding  would  not  be  available  without  the  BID  status. 

The  City's  contribution  could  also  be  viewed  as  creating  an  incentive  for  the  creafion  of  other  BIDs  in  the  City  of  San 
Francisco  (as  has  been  the  case  in  other  cities)  and  as  a  way  to  leverage  higher  levels  of  city  services  and  encourage 
businesses  to  take  more  responsibility  for  providing  or  augmenting  services  fraditionally  provided  solely  by  local 
governments.  This  was  the  reason  given  to  us  by  other  cities  we  contacted  who  provide  direct  or  indirect  support  to  BIDs. 
Financial  support  from  the  City  can  also  be  used,  as  is  the  case  with  the  Union  Square  proposal,  to  provide  funding  for 
any  "general  benefit"  identified  for  the  BID. 

Regarding  the  potential  creation  of  other  BIDs  in  San  Francisco,  in  some  instances  business  districts  desiring  to  create  a 
BID  may  have  the  resources  available  to  finance  and  prepare  the  required  plan  and  documents  necessary  to  begin  the  BID 
process.  However,  not  every  business  district  in  the  city  wanting  to  create  a  BID  will  have  the  necessary  resources  or 
expertise  available  to  prepare  and  develop  all  of  the  required  documents  necessary  to  initiate  a  BID.  The  City  may  want 
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to  develop  a  flexible  policy  for  offering  financial  incentives  and  support  which  would  address  this  potential  range  of  need 
by  providing  a  baseline  level  of  assistance  which  could  be  used  to  initiate  the  process  and/or  supplement  the  proposed 
annual  budget  of  future  BIDs. 

3.  Coordination  Issues 

We  indicated  earlier  in  the  report  that  it  may  be  necessary  for  city  departments  to  provide  coordinatmg  functions  and  in 
some  instances,  may  necessitate  the  development  of  new  procedures  or  protocols  for  interface  between  the  BID  and  the 
City. 

Other  cities  have  recognized  the  need  to  coordinate  and  process  requests,  in  a  variety  of  ways.  Some  cities  have  created 
task  forces  or  coordinating  committees  of  all  departments  affected  by  the  creation  of  BID  others  have  required 
departments  to  identify  dedicated  BID  coordinators  or  liaisons  to  facilitate.  The  city  may  wish  to  introduce  legislation  or 
request  the  Mayor  to  initiate  this  type  of  coordination  to  assist  in  the  successful  implementation  and  operation  activities 
related  to  the  BID. 

For  example,  the  Tax  Collector  may  need  to  develop  specific  procedures  for  collecting  funds  levied  by  the  BID 
assessment  and  dispersing  them  to  the  Management  Corporation  of  the  BID.  The  Police  Department  may  need  to 
coordinate  with  the  BID  relative  to  the  planned  use  of  a  lOB  status  police  officer  within  the  BID  and  the  Department  of 
Public  Works  may  need  to  work  with  the  BID  to  coordinate  existing  services  with  those  proposed  by  the  creation  of  the 
BID  (daily  sidewalk  sweeping,  graffiti  removal,  regular  steam  cleaning,  continual  trash  receptacle  control,  etc.) 

OPTIONS 


1.  Approve  the  Resolutions  declaring  the  intention  of  the  Board  to  establish  the  Union  Square  property-  and  business 
improvement  district  (BID)  and  to  establish  required  ballot  procedures  in  which  case  the  process  would  proceed  to 
gain  approval  or  denial  by  the  property  owners  in  the  designated  Union  Square  BID  area  to  create  a  BID  for  the 
purpose  of  providing  additional  maintenance,  security  and  operational  resources  to  the  area. 

2.  Do  not  approve  the  Resolutions,  in  which  case  the  proposal  to  establish  the  Union  Square  BID  would  be  unable  to 
proceed  further  and  the  current  mechanism  of  voluntary  support  for  Union  Square  would  continue  to  provide  limited 
additional  services  to  the  area. 

3.  Develop  and  adopt  legislation  to  address  the  need  to  establish  and  assign  coordination  efforts  within  the  City  to  assist 
with  the  operation  and  coordination  necessary  between  the  City  and  BIDs. 

4.  The  Board  may  wish  to  introduce  legislation  to  create  a  policy  for  offering  financial  and/or  in-kind  technical 
assistance/  support  for  the  creation  of  Business  Improvement  Districts.  The  level  of  assistance,  as  defined  in  the 
legislation  could  identify  a  baseline  level  of  financial  assistance  or  other  assistance  to  be  provided  by  the  Citv',  as  the 
City  budget  permits,  which  could  be  used  by  business  districts  to  initiate  a  BID  process  and/or  supplement  its 
proposed  annual  budget. 


Analysis  prepared  by:    Tamara  Maim.on 

Senior  Legislative  Analyst 
(415)  554-7787 
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DEC  0  1 1998 


EXECUTIVE  SUMMARY 


Requested  Action 

The  proposed  ordinance,  in  file  98-1810,  amends  the  existing  New  Jobs  Tax  Credit  (NJTC).  The  amendment 
doubles  the  credit  fi-om  a  100%  credit  the  first  year  and  a  50%  credit  the  second  year  to  two  years  at  1 00%  and 
two  additional  years  at  50%.  The  existing  ordinance  allows  businesses  to  file  for  the  credit  against  both  the 
gross  receipts  tax  and  the  payroll  tax.  The  existing  NJTC  credit  sunsets  December  31,  2002,  this  sunset  date  is 
unaffected  by  the  proposed  ordinance. 

The  ordinances  in  file  98-1812  and  file  98-1813  would  create  the  Surplus  Business  Tax  Revenue  Credit 
(SBTRC),  a  $500  business  tax  credit  in  those  years  when  actual  business  tax  revenue  exceeds  projected  (and 
budgeted)  business  tax  revenue  by  7.5%.  One  file  refers  to  the  gross  receipts  tax,  while  the  other  refers  to  the 
payroll  tax  ~  otherwise  these  proposed  ordinances  are  identical.  There  is  no  sunset  date  for  these  ordinances. 

Background  Summary 

The  NJTC  is  an  existing  program  that  began  with  the  1993  tax  year.  Since  adoption,  16,483  new  jobs  have 
qualified  under  the  credit.  The  NJTC  has  resulted  in  $5,108,930  in  unrealized  revenue  to  the  City  in  the  same 
period.  At  present,  the  NJTC  offsets  either  the  payroll  tax,  currently  1 .5%,  or  the  gross  receipts  tax,  as 
businesses  pay  only  one,  whichever  is  greater.  For  those  businesses  who  pay  the  gross  receipts  tax,  the  NJTC 
amount  is  calculated  as  if  the  business  paid  the  payroll  tax,  then  applied  against  the  gross  receipts  tax. 

The  SBTRC  would  be  a  new  program  which  would  offset  either  the  gross  receipts  tax  or  the  payroll  tax. 
businesses  pay  whichever  is  greater  (almost  80%  of  businesses  subject  to  taxation  pay  the  payroll  tax).  Total 
business  tax  revenue  for  FY  97-98  was  $223,648,000;  this  represents  about  5.8%  of  total  City  revenue  but  about 
24%  of  discretionary  revenues  (revenues  which  are  not  program  linked  and  are  controlled  by  the  City). 

Los  Angeles  is  the  only  other  city  in  Cahfomia  with  a  business  tax  structure  similar  to  San  Francisco.  WTiile 
LA  offers  a  variety  of  targeted  business  tax  credits,  none  are  similar  to  the  SBTRC. 

Findings  in  Brief 

The  Tax  Collector  has  indicated  that  if  the  Board  wishes  businesses  to  be  able  to  claim  the  SBTRC  and 
an  expanded  NJTC  for  the  1998  Tax  Year,  Board  passage  of  the  ordinances  will  have  to  take  place  no 
later  than  December  14,  1998,  in  order  to  allow  time  to  distribute  the  correct  tax  forms. 
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The  SBTRC  would  result  in  about  $3.7  million  in  foregone  revenue,  based  on  1997  tax  year  figures. 
The  City's  accrual  accounting  method  will  result  in  a  50%  greater  fiscal  impact  of  the  credit  in  its  first 
year  of  implementation  (This  fiscal  year,  1998-99).  Therefore,  the  first  year  impact  will  be  150%  of  the 
annual  impact  of  $3,741,500,  or  $5,612,250. 

According  to  the  Tax  Collector,  the  NJTC  resulted  in  $2,227,090  in  foregone  revenue  for  tax  year  1997. 
The  Tax  Collector  estimates  that  the  proposed  NJTC  amendment  will  result  in  $3,252,567  to  $5,150,756 
in  foregone  revenue  for  the  five  years  between  1998  and  2002  ($650,573  to  $1,030,151  annually).  New 
jobs  claiming  the  credit  are  estimated  to  range  fi-om  1 1,052  to  18,803  for  the  five  year  period.  The  range 
of  possible  foregone  revenue  and  possible  new  jobs  is  broad  because  use  of  the  credit  is  so  dependent  on 
economic  conditions. 

Increased  outreach  may  be  necessary  to  increase  the  use  of  both  of  these  programs. 

The  Tax  Collector's  Business  Tax  Division  has  provided  limited  analysis  of  businesses  taking  advantage 
of  the  current  NJTC. 

The  SBRTC  caps  business  tax  revenue  growth  to  7.5%.  Business  taxes  represent  24%  of 
discretionary  revenues. 

•        Given  the  multiplier  effect  of  new  employees  spending  within  the  City  (i.e.,  increased  sales  tax  revenue), 
the  net  foregone  revenue  of  the  NJTC  could  be  partially  offset  by  increases  in  other  revenues.  The  fact 
that  the  credit  will  only  last  for  four  years  while  the  new  jobs  will  presumably  usually  last  much  longer 
will  also  reduce  the  revenue  impact.  Some  study  or  analysis  needs  to  be  done  to  determine  the  actual  net 
revenue  foregone  by  this  credit. 

Policy  Options  in  Brief 

The  NJTC  could  be  modified  by  providing  for  a  3-year,  100%)  credit  to  make  implementation  easier. 
The  SBTRC  could  be  sunsetted  by  2003  to  avoid  any  impact  on  Mission  Bay  revenues. 


BACKGROUND 

Current  Law/Practice 

Presently  the  Administrative  Code  contains  a  new  jobs  tax  credit  (Municipal  Code  Part  III,  Article  12A,  Section 
906B)  against  the  payroll  tax,  which  sunsets  December  31,  2002.  The  NJTC  which  offset  the  gross  receipts  tax 
(Municipal  Code  Part  III,  Article  12B,  Section  1005.6)  expired  December  31,  1997.  The  provision  in  place 
allows  eligible  businesses  to  take  a  100%  credit  on  their  payroll  tax  for  the  first  year  of  a  new  employee,  and 
50%  for  the  second  year.  The  jobs  must  be  permanent  (last  at  least  2  years)  and  only  apply  to  employees  hired 
after  July  1 ,  1 993.  As  to  the  credit  for  surplus  business  tax  revenue,  there  is  presently  no  provision  in  place. 
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Background 

San  Francisco  has  four  different  types  of  tax  credits  in  place  to  encourage  business  growth  in  targeted  sectors. 
These  include  the  New  Jobs  Tax  Credit,  the  Enterprise  Zone  Tax  Credit,  the  Summer  Youth  Tax  Credit  and  the 
Garment  Manufacturer's  Tax  Credit.  The  proposed  legislation  would  allow  businesses  to  claim  the  NJTC  at 
double  the  current  rate  and  establish  a  new  tax  credit,  the  Surplus  Business  Tax  Revenue  Credit. 

New  Jobs  Tax  Credit 

The  NJTC  has  been  increasing  in  popularity  with  business.  Since  its  inception  with  the  1993  tax  year,  the 
number  of  employees  qualified  under  the  credit  by  their  employer  have  grown  from  171  to  7,904  (see  figure  1 , 
next  page).  The  number  of  firms  taking  advantage  of  the  credit  have  grown  from  1 6  in  tax  year  1 993  to  185  in 
tax  year  1997.  The  existing  NJTC  provides  for  a  100%  credit  against  payroll  taxes  for  the  first  year  of  a  r\Q\\ 
employee,  and  50%  credit  for  the  second  year.  This  proposal  would  provide  for  a  100%  credit  for  the  first  tw  o 
years  of  a  new  employee,  and  50%  for  the  next  two  years. 

Since  business  tax  filers  can  file  an  amended  return  as  late  as  four  years  after  their  original  return,  the  existing 
ordinance  provides  a  broad  window  of  tax  years  (1993-2002)  to  file  under,  although  in  no  case  could  a  business 
file  for  a  new  job  credit  in  excess  of  two  years  for  that  particular  job. 

Surplus  Business  Tax  Revenue  Credit 

The  SBTRC  is  a  new  proposal.  Basically,  the  ordinance  would  establish  a  policy  that  during  years  when 
business  tax  revenue  growth  exceeds  7.5%,  the  excess  would  be  returned  to  business  tax  payers  in  the  form  of  a 
$500  credit.  In  the  past  two  fiscal  years  (1997-98  and  1996-97),  business  tax  revenue  has  grown  by  double 
digits:  11.2%  last  year  and  14.6%  the  year  before,  from  $175  million  in  FY  95-96  to  $201  million  in  FY  96-97 
to  $223  million  in  FY  97-98.  The  Controller  is  only  estimating  a  3.6%  increase  in  business  tax  revenue  growth 
this  fiscal  year,  however.  Total  business  tax  revenues  represented  about  5.8%  of  the  City's  total  revenues  in  FY 
97-98,  and  about  2A%  of  total  discretionary  revenues.  The  FY  98-99  City  Budget,  excluding  capital,  equipment 
and  budget  reserves,  grew  about  6.8%)  over  last  year's  revised  budget,  to  a  total  of  about  $3.9  billion. 

In  the  past  several  years,  the  robustness  of  business  tax  growth  has  exceeded  the  Controller's  projections, 
resulting  in  "surplus  business  tax  revenue."  This  over-realized  business  tax  revenue,  being  unanticipated,  was 
not  budgeted.  The  result  of  the  proposed  legislation  would  be  to  return  a  portion  of  this  unanticipated  windfall 
in  those  years  when  business  tax  revenue  exceeds  the  cap.  The  goal  of  the  legislation  is  to  provide  an  incentiv  e 
for  businesses  to  remain  and  invest  in  the  City,  and  to  balance,  in  some  sense,  the  myriad  requirements 
businesses  must  comply  with.  Other  communities,  such  as  LA,  often  tie  tax  credits  to  other  specific  policy 
objectives. 

Proposition  218,  passed  by  the  voters  in  1996,  limits  the  abihty  of  local  jurisdictions  to  increase  tax  rates  and 
other  fees  without  a  vote  of  the  people.  In  the  past,  business  tax  rates  have  fluctuated  both  up  and  down  in 
response  to  economic  conditions.  Prop.  218's  passage,  however,  means  that  if  the  City  were  to  lower  business 
tax  rates,  it  would  not  be  able  to  increase  them  again  without  voter  approval.  Thus,  the  use  of  a  tax  credit  is  a 
structure  which  preserves  City  flexibility  in  the  future  and  is  easier  to  administer. 
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"Surplus  "  Calculation 

Since  the  fiscal  year  for  the  City  ends  June  30,  this  legislation  requires  the  Controller  to  make  a  determination  of 
w  hether  "surplus"  exists  no  later  than  the  first  business  day  of  September.  The  Controller  makes  this 
determination  by  taking  the  previous  year's  total  business  tax  revenue  and  multiplying  it  by  107.5%,  if  actual 
revenues  exceed  this  figure,  then  surplus  business  tax  revenue  exists.  The  SBTRC  would  apply  against  either 
the  payroll  tax  or  the  gross  receipts  tax,  as  businesses  pay  only  the  greater  of  the  two.  The  vast  majority  of 
businesses  pay  the  payroll  tax,  as  the  gross  receipts  tax  would  only  kick  in  if  a  business  had  high  revenues  but 
very  low  payrolls  ~  an  example  would  be  a  wholesale  company. 

ANALYSIS 

Effect  of  Passage  Date  on  Ordinance  Implementation 

The  Tax  Collector's  Office  indicates  that  they  must  print  and  mail  the  forms  necessary  for  the  1998  Tax  Year 
dunng  December,  1998.  This  mailing  date  allows  business  tax  filers  sufficient  time  to  complete  their  forms  and 
return  them  to  the  City.  The  Tax  Collector's  Office  has  indicated  that  in  order  for  them  to  meet  this  deadline, 
the  Board  must  have  its  final  reading  of  these  ordinances  (if  the  Finance  Committee  and  Board  so  votes  to 
approve)  no  later  than  the  December  14,  1998  meeting. 

Policy  Issues  -  New  Jobs  Tax  Credit 

Does  the  NJTC  aid  Job  Creation? 

Almost  8,000  new  jobs  were  credited  through  the  New  Jobs  Tax  Credit  in  1997,  but  it  is  unclear  what  role  the 
credit  played  in  those  businesses'  decision  to  create  new  jobs  ~  did  the  credit  foster  a  more  business-friendly 
image  in  the  City  or  help  narrow  the  cost  gap  in  suburban  locations?  (Suburban  cities  usually  claim  that 
business  costs  are  lower  in  their  jurisdictions  than  here.)  Mark  Mosher  of  the  Committee  on  Jobs  believes  that 
the  credit  helps  in  situations  where  "all  other  things  are  equal"  and  the  credit  may  "tip  the  balance"  in  San 
Francisco's  favor. 

The  Tax  Collector's  office  has  not  set  up  the  current  NJTC  program  in  such  a  way  that  information  about 
businesses  claiming  the  credit  is  captured.  The  Municipal  Code  requires  an  annual  report  from  the  Tax 
Collector  on  the  impact  on  job  creation  of  the  ordinance,  but  this  report  does  not  include  detailed  information. 
More  information  gathering  about  these  businesses  may  be  useful  if  a  further  extension  is  contemplated  in  2002. 
This  information  would  include  type  of  business  (business  category),  business  size,  years  in  San  Francisco  (new 
or  existing)  and  geographic  location  within  the  City,  as  well  as  the  relative  importance  of  the  NJTC  in  a 
business's  decision  to  create  the  new  jobs.  Such  information  would  aid  the  Board  in  determining  the  overall 
effectiveness  of  the  NJTC,  and  aid  in  fine-tuning  any  renewal  proposal.  It  would  also  be  usefiil  to  analyze  the 
effects,  if  any,  of  the  NJTC  on  the  City's  Welfare-To-Work  program. 
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Need  for  Effective  Outreach 

Mark  Mosher  of  the  Committee  on  Jobs  and  Scott  Hauge  of  the  Small  Business  Network  both  support  both  tax 
credits.  In  terms  of  the  NJTC,  both  feel  the  credit  has  helped  attract  jobs  to  the  City  and  narrow  the  cost 
advantage  of  suburban  job  locales.  But  despite  efforts  of  their  organizations  to  distribute  flyers  and  maintain 
Web  Site  information,  both  also  expressed  a  feeling  that  not  enough  businesses  know  about  it.  Effecti\  c 
outreach  is  important  in  helping  attract  more  business  investment  to  the  City. 

Patrick  Sha,  Chief  of  the  Business  Tax  Division,  indicated  that  the  Treasurer-Tax  Collector  makes  an  extensi\  c 
outreach  effort.  The  Treasurer's  Web  Site  makes  extensive  information  available  on  these  tax  credits  and  how 
to  take  advantage  of  them,  as  does  the  Private  Industry  Council's  site.  The  Business  Tax  Division  also  makes 
literally  thousands  of  contacts  a  year  with  CPA's  and  other  practitioners,  making  them  aware  of  these  programs 
in  the  process.  Finally,  the  department  also  includes  flyers  and  letters  outlining  the  programs  in  many  of  its 
notice  mailings.  The  forms  and  instructions  for  business  tax  filers  also  contain  information  needed  to  take 
advantage  of  the  NJTC. 

Further  efforts  at  pubhcizing  the  NJTC  by  the  City,  the  Chamber  of  Commerce,  Committee  on  Jobs.  Small 
Business  Network  and  other  broad-based  business  member  organizations  would  likely  increase  their  use.  The 
Tax  Collector  would  be  in  a  position  to  communicate  information  directly  to  these  member  organizations. 

Administration  &  Enforcement 

Patrick  Sha  indicates  that,  roughly,  15%  of  paying  business  tax  filers  are  audited  annually  by  his  office.  Similar 
to  the  IRS,  the  Business  Tax  Division  targets  firms  for  audit  in  part  through  a  computer  program  which  analyzes 
variance  fi-om  typical  ranges  in  given  areas,  including  the  NJTC.  Sha  feels  that  there  may  be  some  problems 
with  claims  for  the  NJTC,  but  due  to  the  complexity  of  the  program  and  the  availability  of  resources,  \  erv'  few 
NJTC  accounts  have  been  audited.  The  NJTC  is  not  audited  separately,  but  is  analyzed  in  conjunction  with  all 
filing  information  in  a  City  audit. 

In  terms  of  the  proposed  NJTC  ordinance,  Sha  has  indicated  that  administration  of  a  credit  which  is  1 00%  for 
the  first  two  years  and  50%)  for  the  subsequent  two  years  is  more  complicated  than  a  consistent  credit  amount. 
He  also  feels  that  this  has  led  to  some  confiision  among  business  tax  filers  as  well.  While  such  a  two-tiered 
approach  would  not  be  complicated  for  a  small  employer,  a  large  employer  may  have  many  employees  at  both 
various  years  in  the  credit  and  at  both  percentage  levels,  making  auditing  the  credit  more  difficult.  He  has 
suggested  that  a  uniform  credit  level,  such  as  three  years  at  100%,  or  four  years  at  75%  would  result  in  the  same 
total  credit  percentage  and  be  easier  to  implement. 
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Policy  Issues  -  Surplus  Business  Tax  Revenue  Credit 

Economic  Impacts  to  Businesses,  the  City,  and  Employees 

1 .  Surplus  Business  Tax  Revenue  Credit  Favors  Small  Business 

The  relative  value  of  the  $500  SBRTC  declines  as  the  tax  liability  rises  ~  for  a  small  business  paying  the 
minimum  tax  ($2,500),  the  credit  has  the  effect  of  reducing  their  business  tax  20%.  There  is  also  a  benefit  for 
businesses  just  at  the  threshold  of  paying  payroll  tax  ~  if  additional  hiring  puts  them  over  the  threshold,  the 
credit  would  essentially  immediately  lower  their  tax  from  $2,500  to  $2,000.  Conversely,  the  value  of  the  credit 
for  a  large  business  paying  a  high  business  tax  is  negligible  ~  meaning  that  the  $500  credit  is  essentially  a  small 
business-targeted  program.  According  to  the  Tax  Collector,  of  the  approximately  7,500  businesses  that  pay  the 
City  business  tax,  over  4,700  (63%)  pay  $10,000  or  less  in  business  taxes,  for  a  total  of  about  $25  million  in  tax 
year  1997.  Note,  however,  that  the  277  largest  businesses  in  the  City  pay  about  53%  of  all  business  taxes,  or 
about  $97  million  in  tax  year  1997. 

2.  First  Year  Timing 

John  Madden,  Chief  Deputy  Controller,  notes  that  the  City's  accrual  accounting  method  for  counting  business 
tax  revenues  will  result  in  a  compounded  reduction  in  revenues  to  the  City  as  a  result  of  the  proposed  SBTRC  in 
its  first  year  of  implementation  (FY  98-99).  The  first  year  impact  of  the  SBTRC  would  therefore  be  150%  of 
the  annual  impact  of  $3,741,500,  or  $5,612,250.  The  estimated  annual  impact  for  years  following  the  first  year 
would  be  $3,741,500  for  each  fiscal  year  in  which  actual  business  tax  revenue  exceeds  anticipated  business 
tax  revenue. 

3.  Options  for  Disposition  of  Surplus  Business  Tax  Revenue 

Typically  cities  pursue  economic  development  and  business  promotion  to  generate  and  enhance  revenue  growth 
which  is  generally  attributable  to  sales  and  use  taxes.  Because  San  Francisco  has  used  additional  taxing 
mechanisms  to  tax  City  businesses,  the  City  has  had  millions  of  dollars  in  discretionary  revenue  to  buffer  itself 
fi-om  reductions  fi^om  the  state  and  federal  governments  as  well  as  downturns  in  other  revenue  sources.  The 
reduction  in  discretionary  revenue  that  could  occur  in  1998-99  as  a  result  of  the  surplus  revenue  tax  credit  is 
about  $5.6  million  or  2%  of  the  total  business  tax  revenue  to  be  generated  this  year.  This  is  a  fairly  small 
percentage  but  does  represent  significant  dollars  that  might  otherwise  be  available  for  other  public  purposes. 
Aside  from  the  Proposition  4  (Gann)  limit  on  total  annual  revenue,  there  are  no  other  existing  revenue  growth 
limitations  in  place. 

Because  all  fiscal  decisions  involve  allocation  of  limited  resources,  weighing  the  options  of  "sharing  the  wealth" 
with  its  generators  during  good  times  or  meeting  other  city  needs  while  there  are  funds  available  for  such 
purposes  is  an  understandably  difficult  task.  The  rewarding  of  businesses  for  success  in  generating  large 
payrolls  and  gross  receipts  appears  to  make  sense  in  order  to  create  incentives  for  continued  location  and 
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growth  in  the  city.  However  the  largest  successes  (businesses  generating  over  $75,000  in  taxes)  who  contribute 
55%  of  the  tax  revenue,  will  gain  the  least  from  the  proposed  credit  because  it  is  a  very  small  dollar  amouni. 
For  the  2,300  very  small  business  tax  generators  in  the  $2,500  -  $5,000  range,  the  credit  provides  a  greater 
percentage  tax  reduction. 

The  tax  dollars,  which  would  be  credited  in  greatest  number  to  smaller  businesses,  could  con\  ersely  be  used  to 
address  other  needs  that  have  been  identified,  or  maintained  for  fiscal  uncertainly  in  the  future.   The  Joint  report 
from  the  Confroller,  Mayor's  Budget  Office  and  Budget  Analyst  released  in  March  1998,  indicates  that  there  is 
a  potential  shortfall  of  revenue  for  fiscal  years  1999-2000  and  2000-2001  ($40.2  million  and  S39  million). 
These  assumptions  are  based  mostly  on  existing  obligations.  This  report  should  be  updated  to  determine 
whether  these  projections  are  still  accurate.  Note,  however,  that  the  SBTRC  is  designed  to  only  become 
operative  in  those  situations  where  the  City  has  a  revenue  surplus.  So  unless  the  City  were  in  the  unusual 
situation  where  expenditures  grew  far  in  excess  of  projected  revenues  in  a  given  fiscal  year,  the  credit  would  not 
negatively  affect  the  City's  budget. 

Clearly  a  few  million  dollars  would  not  make  up  the  projected  shortfall,  so  the  Board  must  determine  whether 
the  proposed  "investment"  in  small  businesses  will  ultimately  return  tax  dollars  in  the  near  future  to  support  the 
growing  level  of  city  services.  If  the  Board  does  not  believe  that  a  return  of  tax  revenue  or  other  economic 
benefits  would  be  forthcoming  from  the  small  business  sector,  then  other  options  might  be  considered  for 
utilizing  overrealized  (surplus)  business  tax  revenue  such  as  using  it  to  offset  future  shortfalls,  pay  off  existing 
city  debt,  or  fund  existing  capital  project  needs. 

Mission  Bay 

Passage  of  the  SBTRC  could  have  a  modest  impact  on  Mission  Bay's  revenue  projections.  Almost  39%  of  the 
City  revenue  needed  to  finance  services  to  Mission  Bay  comes  from  the  payroll  tax,  so  even  a  credit  of  S500  per 
business  could  have  some  impact  on  the  viability  of  those  revenue  figures.  This  impact  may  need  to  be 
evaluated,  as  the  SBTRC  would  occur  only  in  "surplus  revenue"  years,  which  are  not  likely  to  recur  in  a 
predictable  pattern.  One  way  to  address  this  concern  would  be  to  sunset  the  credit  prior  to  significant  build-out 
at  Mission  Bay. 

OPTIONS 

1.  Approve  the  NJTC  ordinance  and/or  the  SBTRC  ordinances  as  presented. 

2.  The  New  Jobs  Tax  Credit  ordinance  could  be  modified  by  providing  for  a  3-year,  1 00%  credit  to  make 
implementation  easier.  Note  that  this  would  result  in  a  small  policy  change:  As  proposed,  the  NJTC 
bestows  a  greater  credit  for  the  first  two  years  of  a  new  job  and  less  for  the  second  two  years  ~  this 
option  would  result  in  a  imiform  credit. 

3.  The  term  of  the  SBTRC  could  be  sunsetted  by  2003  to  avoid  any  impact  on  Mission  Bay  revenues. 

4.  Reject  the  ordinances  as  presented. 

[Report  written  by  John  D.R.  Clark.  Telephone:  415-554-7781;  e-mail:  john_clark@ci.sf  ca.us] 
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SUMMARY  OF  PROPOSED  ACTIONS: 

•    FUe  98-1744  [Ammunition  Sales  Registration]-  This  measure  amends  the  San  Francisco  Police  Code  to  require  a 
dealer,  as  part  of  the  record  of  sale,  to  obtain  a  legible  thumbprint  or  fingerprint  of  any  customer  buying  firearm 


•    File  98-1 755  [Ammunition  Sale  Prohibition]  -This  companion  measure  amends  the  San  Francisco  PoHce  Code  to 
prohibit  the  sale,  gift,  lending,  or  transfer  of  ownership  of  any  firearm  ammunition  or  ammunition  component  dunng 
the  seven  days  immediately  preceding  the  holidays  of  January  First  and  Fourth  of  July,  and  including  July  Fourth. 
Certain  exceptions  would  apply  to  licensed  firearm  dealers  and  other  permitted  persons.  Violations  of  this  provisions 
may  be  grounds  for  revocation  or  suspension  of  a  firearm  dealer's  license. 

POLICY  ISSUES: 

1.  PROBLEMS  IDENTIFIED  WITH  ILLEGAL  GUNSHOT  DISCHARGES 

Studies  have  not  been  conducted  indicating  the  level  to  which  San  Francisco  is  affected  by  gimshots  that  are  fired  in  the 
air  illegally  to  celebrate  the  holidays  of  July  Fourth  and  New  Year's  Eve.  There  is  however,  widespread  concern  among 
law  enforcement  agencies,  gun  control  activists,  and  gun  dealers  that  when  ammunition  is  shot  in  the  air,  it  returns  to 
earth  at  a  high  velocity  posing  a  public  danger  that  can  result  in  injury  or  death.  Local  law  enforcement  believe  that 
unlike  other  cities,  San  Francisco  is  not  significantly  impacted  by  this  problem.  Based  on  personal  experience  and 
anecdotal  information,  law  enforcement  personnel  estimate  that  of  all  the  reported  gunshot  incidents,  up  to  5  percent  of 
those  incidents  stem  fi-om  gunshots,  and  the  remaining  95  percent  result  from  fireworks  which  members  of  the  public 
mistake  for  gunshots  that  are  fired  in  the  air.  In  order  to  determine  the  priority  level  as  well  as  resources,  if  any,  that 
would  be  necessary  to  address  the  problem  of  illegal  gunshot  discharges,  the  City  will  need  to  conduct  further  study  of 
this  problem. 

2.  THE  EFFECTIVENESS  OF  THIS  LEGISLATION 

Currently,  there  are  two  licensed  and  operating  gun  dealers  in  San  Francisco  that  would  be  affected  by  this  legislation, 
including  some  local  Sporting  Goods  stores  that  have  licenses  to  sell  ammunition.  Local  law  enforcement  agencies  and 
gun  control  activists  believe  this  legislation  will  deter  individuals  from  making  ammunition  purchases  with  the  intent  of 
firing  that  ammunition  illegally  in  the  air.  While  acknowledging  the  value  of  this  legislation,  these  groups  are  also 
concerned  about  individuals  who  keep  stockpiles  of  ammunition  in  the  homes  that  are  fired  illegally.  Other  concerns  are 
in  relation  to  buyers  who  can  bypass  this  law  by  making  purchases  in  surrounding  cities  which  do  not  impose  holiday 
bans  on  ammunition  sales.  Some  activists  have  suggested  that,  in  order  to  curtail  the  problem  of  stockpiling,  San 
Francisco  could  model  itself  after  the  States  of  Virginia,  Maryland  and  North  Carolina,  which  restnct  sales  of  weapons  to 
one  handgun  a  month.  San  Francisco  could  instead,  limit  the  quantity  of  ammunition  sales  buyers  would  be  able  to 
purchase.  Such  a  restriction  would  however,  negatively  impact  ammunition  sales  for  gun  dealers. 


ammunition. 
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Local  gunshop  owners  oppose  the  sales  restrictions  proposed  in  this  legislation  and  contend  that  their  store  records  do 
not  indicate  an  uncharacteristic  increase  in  ammunition  sales  during  the  holiday  periods  of  July  Fourth  and  New  Year's 
E\  e.  They  have  suggested  that  the  City  should  instead,  direct  its  efforts  to  increasing  law  enforcement  during  the  holiday 
season  as  well  as  imposing  stiffer  penalties  on  individuals  who  discharge  ammunition  illegally. 

3.  EXPANDING  CURRENT  LAW  ENFORCEMENT  EFFORTS 

Locally,  law  enforcement  agencies  state  that  they  already  take  precautionary  measures  during  the  holidays  of  July  Fourth 
and  New  Year's  through  increased  patrols  and  by  responding  to  the  public  whenever  gtmshots  are  reported.  Prior  to 
committing  additional  resources  to  address  this  problem,  the  City  will  need  to  gather  more  information  in  order  to 
determine  the  magnitude  of  San  Francisco's  problem  with  gunshot  discharges  during  the  July  Fourth  and  New  Year's  Eve 
holiday  period. 

4.  IMPOSING  THE  FINGERPRINT  REQUIREMENT 

This  legislation  would  require  dealers,  at  their  own  expense,  to  take  and  maintain  the  fingerprints  of  customers  who 
purchase  ammunition  'in-house'  by  dealers  for  two  years.  Even  though  local  dealers  have  expressed  their  opposition  to 
this  requirement,  the  proposed  fingerprint  provision  would  not  create  a  new  impact  because  gun  dealers  already  take 
thumbpnnts  whenever  they  purchase  firearms  from  private  gun  owners.  Local  law  enforcement  personnel  have  indicated 
that  it  will  be  difficult  to  use  the  fingerprint  data  to  conduct  criminal  investigations  because  once  ammunition  has  been 
discharged,  fingerprint  quality  on  the  shells  deteriorates. 

5.  OTHER  APPROACHES  TO  CURTAILING  ILLEGAL  DISCHARGES 

a)  Expand  the  ban  to  include  other  holidays  which  are  associated  with  illegal  gunshot  discharges. 

b)  Impose  tougher  penalties  for  violations  of  the  law. 

c)  Increase  public  awareness  about  the  dangers  of  discharging  gunshots  in  the  air. 

6.  SAN  FRANCISCO'S  COLLABORATION  WITH  OTHER  CITIES 

San  Francisco  has  the  option  of  requesting  the  Association  of  Bay  Area  Goveniments  (ABAG)  to  support  a  proposal 
urging  other  cities  to  adopt  legislation  restricting  ammunition  sales  during  the  holidays.  If  other  Bay  Area  cities  adopt 
similar  legislation,  a  regional  ban  on  ammunition  sales  would  restrict  access  to  individuals  who  purchase  ammunition 
with  the  intent  of  shooting  it  illegally  during  the  holidays. 

OPTIONS: 

1 .  Adopt  this  legislation  to  impose  restrictions  on  ammunition  sales. 

2.  Request  the  San  Francisco  Police  Department  to  provide  information  including  statistics  identifying  the  magnitude  of 
San  Francisco's  problem  with  gunshots  that  are  fired  in  the  air  during  holiday  celebrations.  This  informafion  would 
include  the  number  of  reported  shooting  incidents,  idenfificafion  of  "hotspots"  around  the  City,  reported  injuries, 
whether  other  holidays  besides  July  Fourth  and  New  Year's  Eve  are  equally  impacted,  and  other  relevant  data. 

3.  Prior  to  adoption,  amend  the  legislation  in  the  following  manners: 

a)  If  SFPD's  data  indicates  that  the  City  has  a  significant  problem  with  gunshot  discharges  on  other  holidays,  amend 
the  legislation  to  restrict  ammunition  sales  on  those  other  holidays. 

b)  To  reduce  the  problem  of  "stockpiling,"  restrict  the  amoimt  of  ammunifion  individuals  can  purchase  during  a 
single  transaction. 

c)  Increase  law  enforcement  efforts  by  directing  the  SFPD  to  dispatch  additional  police  units  during  the  holiday 
period  that  would  be  responsible  for  patrolling  "trouble  spots"  around  the  City,  and  encourage  SFPD  to 
collaborate  with  the  US  Park  Police  in  conducting  joint  patrols. 

d)  Direct  SFPD  to  devise  and  implement  a  strategy  for  increasing  public  awareness  about  the  danger  of  discharging 
ammunition  in  the  air  and  gun  safety  in  general. 

4.  Seek  support  from  the  Association  of  Bay  Area  Governments  (ABAG)  in  order  to  involve  other  municipalities  in 
adopting  similar  legislation  that  would  regulate  ammunition  sales  in  the  manner  proposed  in  this  legislation. 

5.  Do  not  approve  these  proposed  measures. 
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AMMUNITION  SALES 


SUMMARY  OF  PROPOSED  ACTIONS: 
File  98-1744  Ammunition  Sales  Registration 

This  measure  amends  Article  9,  Chapter  VTII,  Part  II  Section  618  of  the  San  Francisco  Police  Code  to  require  a  dealer,  as 
part  of  the  record  of  sale,  to  obtain  a  legible  thumbprint  or  fingerprint  of  any  customer  buying  firearm  ammunition  in 
addition  to  obtaining  the  buyer's  other  personal  identification. 

FUe  98-1 755  Ammunition  Sale  Prohibition 

This  companion  measure  adds  Section  613.10-2  to  Article  9,  Chapter  VTII,  Part  II  of  the  of  the  San  Francisco  Police  Code 
to  prohibit  the  sale,  gift,  lending,  or  transfer  of  ownership  of  any  firearm  ammunition  or  ammunition  component  dunng 
the  seven  days  immediately  preceding  the  first  day  of  January.  A  similar  prohibition  would  apply  for  the  seven  days 
immediately  preceding  and  including  July  Fourth  of  each  year.  These  provisions  would  not  apply  to  the  sale  or  transfer  of 
ownership  of  firearm  ammunition  or  its  components  between  licensed  firearm  dealers  or  other  permitted  persons 
described  in  California  Penal  Code  Section  12302  or  12322.  Any  violation  of  any  provisions  of  this  section  may  be 
grounds  for  revocation  or  suspension  of  a  firearm  dealer's  license. 

CURRENT  LAW; 

San  Francisco  Police  Code  (Article  9,  Chapter  VTII,  Part  II)) 

•  Ammunition  Sales  -  Current  provisions  regulate  the  operations  of  licensed  firearm  dealers,  including  the  sale  of 
firearm  ammunition,  but  do  not  regulate  the  days  or  hours  of  operation.  Existing  provisions  in  Section  61 8  of  the 
Police  Code  prohibit  licensed  firearm  dealers  from  selling  firearm  ammunition  without  "clear  evidence"  of  the 
buyer's  identity.  Also  prohibited  are  sales  to  individuals  who  are  younger  than  21  years  old.  Existing  provisions  also 
prohibit  licensed  dealers  from  selling  firearm  ammunition  without  recording  the  following  information  on  a  form 
required  by  the  Chief  of  Police:  the  seller's  name;  location  where  sale  occurred;  date  and  time  of  sale;  buyer's  name, 
address,  and  date  of  birth;  buyer's  driver's  license  number,  or  other  identification  number,  and  the  state  in  which  it 
was  issued;  brand,  type,  and  amount  of  ammunition  sold;  and  the  buyer's  signature.  Once  recorded,  this  information 
must  be  maintained  on  the  vendor's  premises  for  at  least  two  years.  These  records  shall  be  subject  to  inspection  by 
appropriate  police  department  personnel  at  any  time  during  normal  business  hours. 

•  Firearm  Discharge  -  Section  1290  of  the  Police  Code  prohibits  the  firing  or  discharge  of  firearms  within  the  limits  of 
the  City  and  County  of  San  Francisco.  Exceptions  apply  to  certain  law  enforcement  personnel  and  shooting  ranges. 

BACKGROUND; 

Since  March  1993,  approximately  67  cities  and  6  counties  in  California  have  passed  ordinances  that  regulate  firearms  and 
ammunition.  Adopted  legislation  includes  bans  on  certain  handguns,  restrictions  on  gun  dealers  including  the  imposition 
of  firearms  gross  sales  tax,  and  requirements  for  installation  of  trigger  lock  devices.  A  recent  3  to  0  ruling  this  past 
September  by  the  California     District  Court  of  Appeal  has  upheld  the  power  of  California  cities  to  ban  the  sales  of 
Saturday  Night  Specials.  In  many  other  jurisdictions  within  the  State,  legislation  is  pending  seeking  ways  of  restricting 
sales  or  usage  of  certain  firearms  and  ammunition,  including  imposing  restrictions  on  sales  during  the  holidays  of  New 
Year's  and  Fourth  of  July. 

Municipality  Actions ; 

Recording  Ammunition  Sales 

In  the  last  5  years,  12  cities  in  California,  including  San  Francisco,  have  adopted  legislation  that  requires  gun  dealers  to 
record  sales  of  ammunition  (see  attached  listing).  The  City  of  Beverly  Hills  also  requires  that,  in  addition  to  recording 
ammunition  sales,  dealers  must  also  keep  an  inventory  of  all  ammunition  held  in  their  possession.  Currently,  m  the  Cities 
of  Hawthorne  and  Santa  Clara  legislation  is  under  consideration  to  require  dealers  to  record  ammunition  sales. 
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Banning  Holiday  Ammunition  Sales: 

The  Cities  of  Compton,  Inglewood,  Los  Angeles,  Solana  Beach  and  Vista  have  adopted  legislation  banning  the  sale  of 
ammunition  dunng  the  holidays  of  January  1"  and  July  4*.  The  variations  in  the  provisions  of  their  legislation  are  as 

follows: 

•  Compton  (Ordinance  1 835)  -  The  ban  prohibits  any  person  or  dealer  from  selling,  giving,  lending  or  transferring  any 
ammunition  dunng  the  week  prior  to  and  including  January  1"  and  July  4*.  Exceptions  are  provided  for  sales 

bctw  ccn  wholesale  and  retail  dealers,  or  where  provided  by  the  Penal  Code. 

•  Inglewood  (Ordinance  96-34)  -  This  legislation  was  adopted  in  December  1996,  and  prohibits  the  sale  of  ammunition 
eight  days  pnor  to  and  including  January  1"  and  July  4*.  Exceptions  provided  by  the  Penal  Code  include  sales 
between  dealers,  and  a  limited  exception  for  firing  ranges. 

•  Los  Angeles  (Ordinance  165930)  -  The  ordinance  adopted  in  May  1990,  prohibits  ammunition  sales  seven  days  prior 
to  and  on  January  T'  and  July  4*. 

•  Solana  Beach  (Ordinance  244)  -  The  ordinance  adopted  in  February  1998,  prohibits  the  sale,  gift,  lending,  or  transfer 
or  ownership  of  any  firearm  ammunition  a  week  prior  to  and  including  the  holidays  of  January  T  and  July  4*. 

•  Vista  (Ordinance  )  -  In  1997,  legislation  was  adopted  banning  the  sale  of  ammunition  five  days  prior  to  the  holidays 
of  January  T'  and  July  4*. 

In  Vacaville,  legislation  banning  the  sale  of  ammunition  during  the  holidays  was  considered,  but  not  adopted  when  City 
officials  determined  that  Vacaville  did  not  have  a  significant  problem  with  firearm  discharges.  In  Pasadena,  an  ordinance 
requinng  dealers  to  keep  records  of  ammunition  sales  was  repealed  in  1997  when  local  police  officers  concluded  that  the 
regulation  had  not  been  effective  in  reducing  illegal  use  of  ammunition. 

POLICY  ISSUES: 

1 .   WHAT  PROBLEMS  HAVE  BEEN  IDENTIFIED  WITH  ILLEGAL  GUNSHOT  DISCHARGES  DURING 
THE  HOLIDAY  PERIODS  OF  JULY  FOURTH  AND  NEW  YEAR  IN  SAN  FRANCISCO? 

In  an  effort  to  understand  the  magnitude  of  the  City's  problem  with  casual  ammunition  discharges  during  the  holidays  of 
July  Fourth  and  the  New  Year,  the  Office  of  the  Legislative  Analyst  has  contacted  various  governmental  agencies, 
including  the  San  Francisco  Police  Department  (SFPD)  and  federal  agencies  such  as  the  US  Park  Police  and  the  Bureau 
of  Alcohol,  Tobacco  and  Firearms  (ATF),  as  well  as  community  groups  to  request  information  on  the  incidents  of 
gunshots  fired  in  the  air  dunng  these  holidays.  These  groups  have  indicated  that  while  they  have  anecdotal  information 
on  injunes  and  shootings  that  occur  during  this  period,  they  did  not  gather  statistical  information  on  this  activity. 

SFPD's  Officer  Wayne  Hom  has  indicated  that  information  on  these  holiday-related  gunshot  incidents  is  not  readily 
available  because  SFPD  does  not  categorize  it  or  identify  specific  incidents  related  to  holiday  shootings.  He  also 
mdicated  that  when  reports  are  received  from  the  public,  most  individuals  are  often  unable  to  distinguish  the  sound  of 
fireworks  from  that  of  gunshots.  For  example,  of  the  16  gunshot  incidents  that  were  reported  to  SFPD  by  citizens  this 
past  July  Fourth,  12  of  those  incidents,  according  to  Officer  Hom,  were  received  from  the  Central  District  which  includes 
Ocean  Beach,  Fisherman's  Wharf,  and  Chinatown  and  were  probably  caused  by  fireworks  rather  than  gunshots.  In 
addition,  since  SFPD  receives  approximately  15  to  20  daily  reports  of  gunshots  from  the  public,  a  report  of  16  gunshots  in 
a  single  day  is  not  indicative  of  an  overwhelming  problem  faced  by  the  City  with  gunshots  fired  during  the  holiday 
period.  Instead,  Officer  Hom  thought  the  location  of  the  gunshots  would  be  a  more  helpful  indicator  of  the  source  of 
those  reported  mcidents.  For  example,  he  indicated  that  from  the  location  of  a  majority  of  the  16  "gunshof  incidents 
that  were  reported  last  July  Fourth,  he  estimates  that  up  to  95  percent  of  those  incidents  stemmed  from  fireworks  and  the 
rcmainmg  5  percent  could  have  resulted  from  gunshots  that  were  fired  in  the  air.  He  believes  this  estimate  is  largely 
reflective  of  the  reality  of  most  incidents  reported  in  San  Francisco  -  that,  during  the  holidays,  a  majority  of  reported 
mcidents  (up  to  95  percent)  are  associated  with  fireworks  explosions,  rather  than  gunshots  that  are  fired  in  the  air. 

SI  IM)  together  with  the  US  Park  Police  hav^  also  indicated  that  while  shootings  might  occur  during  this  period,  cases  are 
few  and  occur  sporadically  in  certain  parts  of  the  City.  Captain  Jerry  McCarthy  of  the  US  Park  Police  estimates  that  on 
New  Year's  Fve,  his  agency  may  receive  approximately  four  to  five  citizen  calls  in  its  jurisdiction  complaining  about 
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gunshots,  and,  on  average,  the  Park  PoUce  makes  one  arrest  during  a  particular  holiday  penod  such  as  July  Fourth.  He 
'  added  that  arrests  are  low  because  it  is  difficult  to  track  down  gunshots,  especially  when  fireworks  are  also  being 
;  exploded  at  the  same  time.  Captain  James  Smith  of  the  U.S.  Park  Police  also  reports  that  while  there  have  not  been  any 
I  deaths  resulting  from  such  shootings  in  San  Francisco,  his  agency  was  aware  of  individuals  who  fire  gunshots  in  Ocean 
I  Beach  and  other  areas  around  the  City.  He  added  that  this  activity  has  resulted  in  the  recovery  of  semi-automatic 
I  weapons  and  ammunition  shells  from  Ocean  Beach  by  Park  Police. 

Despite  the  lack  of  data,  there  is  widespread  concern  among  law  enforcement  agencies,  gun  control  activists,  and  gun 
dealers  that  when  ammunition  is  shot  in  the  air,  it  returns  to  earth  at  a  high  velocity  and  becomes  a  public  danger  that  can 
potentially  result  in  injury  or  death.  Law  enforcement  personnel  report  that  injuries  have  been  reported  in  Daly  City  and 
Palo  Alto  as  a  result  of  gunshot  discharges.  In  the  City  of  Los  Angeles,  38  reported  fatalities  occurred  between  1989  and 
1 995  when  shots  were  fired  in  the  air  on  New  Year's. 

In  order  to  understand  the  magnitude  of  this  problem  for  San  Francisco,  the  City  will  need  to  gather  relevant  data 
specifically  on  incidents  related  to  gimshot  discharges  during  the  aforementioned  holidays.  SFPD  has  indicated  that  it 
does  have  the  capacity  to  gather  this  information;  however,  it  would  require  dedicating  time  and  staff  to  compile  this  raw 
data  in  an  organized  maimer.  Once  this  information  is  released  by  SFPD,  the  City  would  be  better  equipped  to  determine 
the  priority  level  as  well  as  resources,  if  any,  that  would  be  necessary  to  address  this  issue. 

2.  IF  ADOPTED,  WOULD  TfflS  LEGISLATION  BE  EFFECTIVE? 

Currently,  there  are  two  licensed  and  operating  gun  dealers  in  San  Francisco  who  would  be  affected  by  this  legislation  - 
the  San  Francisco  Gun  Exchange  and  High  Bridge  Arms.  Officer  Hom  has  also  indicated  that  some  local  Sporting  Goods 
stores  that  also  sell  ammunition  would  be  affected  by  this  legislation. 

•  Law  Enforcement  Position 

The  US  Park  Police  and  SFPD  have  stated  that,  at  best,  they  expect  this  legislation  to  deter  individuals  from  making 
ammunition  purchases  during  the  holiday  period  for  the  sole  purpose  of  shooting  it  in  the  air.  These  agencies  have  also 
stated  that  banning  sales  only  during  the  holiday  week  would  not  prevent  individuals  from  purchasing  ammunition  before 
the  effective  days  of  the  ban  or  from  using  their  existing  stockpiles  of  ammunition  illegally  for  holiday  celebrations. 
Officer  Hom  of  the  SFPD  estimated  that  approximately  90  percent  of  gun  owners  maintain  a  stockpile  of  ammunition  in 
their  homes. 

Law  enforcement  personnel  also  thought  the  effectiveness  of  this  legislation  would  also  be  undermined  by  the  fact  that 
buyers  would  still  be  able  to  purchase  ammunition  from  surrounding  cities,  such  as  Daly  City  and  South  San  Francisco, 
which  do  not  ban  ammunition  sales  during  this  period.  According  to  SFPD,  there  are  approximately  10  to  15  gun  stores 
within  a  few  miles  outside  San  Francisco  where  individuals  would  be  able  to  purchase  ammunition  if  this  legislation  were 
passed.  Other  purchases,  they  added,  could  be  made  illegally  from  "sfreet"  sales  by  unlicensed  vendors.  Therefore,  while 
law  enforcement  personnel  support  the  intent  of  this  legislation,  they  believe  that  it's  impact  would  be  minimal  unless 
other  surrounding  jurisdictions  banned  holiday  sales  as  well. 

•  Gun  Control  Activists '  Position 

Gun  confrol  activists  such  as  the  Pacific  Center  for  Violence  Prevention  (PCVP),  the  Legal  Community  Against  Violence 
(LCAV),  and  Handgun  Confrol  have  generally  expressed  support  for  this  legislation.  They  have  indicated  that  because 
holiday  gunshot  discharges  pose  a  public  health  danger,  they  support  any  actions  that  can  deter  individuals  from  acquiring 
ammunition  with  the  intent  of  using  it  illegally.  LCAV  has  indicated  that  individuals  have  a  vanety  of  ways  of  obtaining 
gunshot  that  is  fired  illegally  during  the  holidays  other  than  spontaneous  purchases  of  ammunition  on  holidays.  Some 
individuals  keep  stockpiles  of  ammunition  in  their  homes  which  can  also  be  discharged  illegally.  In  order  to  address  the 
issue  of  stockpiling,  activist  groups  have  suggested  that  San  Francisco  further  explore  ways  of  restncting  the  amount  of 
ammunition  and  other  weapons  that  individuals  can  acquire  within  a  single  period.  According  to  Handgun  Control,  in  the 
States  of  Virginia,  Maryland  and  North  Carolina,  existing  law  imposes  a"one  gun  a  month"  restnction  which  is  attnbuted 
in  the  State  of  Virginia  for  reducing  gun  purchases  by  two-thirds.  Based  on  this  example,  activists  suggest  that  San 
Francisco  could  instead  limit  the  amount  of  ammunition  individuals  would  be  able  to  purchase  within  a  single  transaction. 
The  adoption  of  such  a  restriction  would  however,  negatively  impact  sales  for  gun  dealers  in  San  Francisco. 
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#    Gun  Shop  Owners '  Position 

Owners  at  the  San  Francisco  Gun  Exchange,  High  Bridge  Arms,  and  Jackson  Arms,  Shooting  Range  and  Gunshop  have 
expressed  their  opposition  to  municipal  actions  aimed  at  restricting  their  operations.  They  have  indicated  that  they 
perceive  this  proposed  legislation  as  attempting  to  criminalize  gun  ownership,  rather  than  addressing  the  problem  of 
illegal  gun  use  by  some  individuals.  They  point  out  that  most  of  their  clients  generally  use  their  weapons  for  sporting 
activities,  such  as  hunting.  They  also  suggest  that  the  City  has  not  established  a  clear  relationship  between  ammunition 
sales  in  their  stores  and  the  incidence  of  illegally  discharged  gunshots  during  the  holiday  period. 

Gun  shop  owners  have  also  stated  that  their  store  records  do  not  indicate  an  uncharacteristic  increase  in  ammunition  sales 
during  the  holiday  periods  of  July  Fourth  and  New  Year's  Eve.  Therefore,  according  to  these  dealers,  there  is  no  basis  for 
linking  their  operations  with  illegal  activities  committed  by  a  few  individuals  during  the  holidays.  Andy  Takahashi  of 
High  Bndge  Arms  states  that  he  has  even  invited  the  media  and  law  enforcement  persoimel  to  review  his  sales  records, 
which  show  that  his  store  consistently  sells  between  10  to  15  boxes  of  ammunition  every  month,  even  during  the  period  of 
July  Fourth  and  New  Year's  Eve. 

Gunshop  owners  have  also  speculated  that  ammunition  that  is  fired  illegally  during  the  holidays  may  be  emanating  from 
other  "street"  or  illegal  purchases.  Rather  than  pass  this  legislation,  dealers  have  called  on  the  City  to  direct  its  efforts  to 
increasing  law  enforcement  during  the  holiday  season  as  well  as  imposing  stiffer  penalties  on  individuals  who  use 
firearms  illegally.  They  believe  that  these  proposed  measures,  rather  than  reduce  the  problem,  will  drive  buyers  to 
purchase  ammunition  in  other  cities  that  do  not  require  fingerprints  or  restrict  holiday  ammunition  sales.  In  addition,  gun 
dealers  have  expressed  concern  that  this  legislation  would  negatively  impact  their  sales.  High  Bridge  Arms  has  indicated 
that,  as  a  result  of  this  legislation,  it  is  considering  closing  business  in  San  Francisco  and  relocating  to  a  City  with  fewer 
ammunition  and  firearm  restrictions  on  dealers. 

3.  SHOULD  CURRENT  LAW  ENFORCEMENT  EFFORTS  BE  EXPANDED  IN  ORDER  TO  REDUCE  THE 
PROBLEM  OF  GUNSHOT  DISCHARGES  ON  HOLIDAYS? 

According  to  the  Sergeant  James  Smith  of  the  US  Park  Police,  during  the  weeks  of  July  Fourth  and  New  Year,  his  agency 
dispatches  approximately  10  to  15  officers  to  patrol  the  coastline  areas  that  are  under  his  agency's  jurisdiction,  including 
Ocean  Beach.  Park  Police  are  usually  dispatched  in  response  to  public  complaints  about  gimshots.  Captain  McCarthy 
estimates  the  Park  Police  receive  approximately  four  to  five  calls  on  New  Year's  Eve  or  July  Fourth.  If  any  individuals 
are  found  shooting  ammunition  illegally  on  federal  parks  or  on  the  coastline,  they  are  arrested  and  cited.  He  estimates 
that  there  is  usually  one  arrest  during  a  particular  holiday  period  such  as  July  Fourth,  because  it  is  often  difficult  to  trace 
gunshots  when  they  are  fired. 

Officer  Wayne  Hom  states  that  the  SFPD  generally  does  not  dispatch  its  officers  specifically  to  monitor  or  patrol 
"hotspots"  around  the  City  that  are  popular  sites  for  this  illegal  holiday  activity.  However,  his  department  posts  warnings 
for  officers  during  the  holiday  period  reminding  them  to  be  watchful  of  such  illegal  activities.  When  calls  are  received 
from  the  public  complaining  about  gunshots,  officers  may  be  dispatched  for  investigative  purposes,  and  additional  units 
may  also  be  posted  in  certain  problem  spots.  Officer  Hom  also  stated  that  while  officers  may  provide  gun  safety 
education  when  requested  by  Shooting  Range  owners,  no  such  public  educafion  programs  are  provided  for  the  holiday 
periods  of  July  Fourth  and  New  Year. 

4.  WOULD  THE  FINGERPRINT  REQUIREMENT  REDUCE  THE  ILLEGAL  USE  OF  AMMUNITION? 

The  City  Attorney's  Office  states  that  State  law  permits  cities  to  enforce  reasonable  restrictions  regarding  ammunition 
sales,  including  requiring  firearm  dealers  to  take  fingerprints  or  thumbprints  of  all  individuals  who  purchase  firearm 
ammunition.  Proposed  provisions  require  gun  dealers,  at  their  own  expense,  to  take  their  customers'  fingerprints  or 
thumbprints  and  maintain  records  of  those  prints  in  their  stores  together  with  the  customers'  other  personal  information 
for  a  period  of  two  years.  During  that  period,  dealers  would  be  required  to  make  those  records  available  to  law 
enforcement  personnel  when  required  for  police  investigations.  As  currently  proposed,  the  fingerprint  requirement  would 
therefore,  not  be  used  by  law  enforcement  persormel  to  conduct  criminal  background  checks  prior  to  allowing  a  potential 
customer  to  purchase  ammunition,  but  would  be  used  primarily  for  investigative  purposes. 

Gun  dealers  have  expressed  concern  that  their  clients  would  find  the  fingerprint  requirement  invasive,  and  rather  than 
submit  to  that  requirement,  they  would  instead,  make  their  purchases  in  gun  stores  that  are  located  in  cities  that  do  not 
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have  restrictions  on  ammunition  sales.  It  should  however  be  noted  that  both  High  Bridge  Arms  and  San  Francisco  Gun 
Exchange  have  indicated  that,  as  dealers,  they  akeady  take  thumbprints  whenever  they  purchase  firearms  from  pnvate 
gun  owners.  Therefore,  the  proposed  fingerprint  requirement  would  not  be  an  unfamiliar  requirement  for  gun  stores  and 
their  customers  if  it  were  adopted.  It  would  however,  be  a  new  requirement  for  processing  ammunition  sales. 

Law  enforcement  officers  have  indicated  that  while  the  fingerprint  requirement  may  curb  illegal  purchases,  it  would  be 
difficult  to  use  this  information  for  investigative  purposes  if  gim  dealers  fail  to  record  all  the  relevant  information  about 
the  ammunition  they  sell  to  their  clients.  High  Bridge  Arms  and  the  San  Francisco  Gun  Exchanged  have  indicated  that 
they  already  identify  ammunition  in  their  sales  records. 

Officers  have  also  indicated  that  for  investigations,  the  fingerprint  requirement  may  be  of  limited  use  because  once 
ammunition  has  been  discharged,  fingerprint  quality  on  the  shells  deteriorates  when  ammunition  has  been  fired. 


5.   WHAT  ADDITIONAL  APPROACHES  SHOULD  BE  CONSIDERED  TO  REDUCE  THE  DANGER  OF 
I       GUNSHOT  DISCHARGES? 

! 

a)  Expand  the  ban  to  other  holidays 

Law  enforcement  officers  at  SFPD  and  the  US  Park  Police  together  with  members  of  Handgun  Control,  the  Legal 
Community  Against  Violence  (LCAV)  and  the  Pacific  Center  for  Violence  Prevention  have  indicated  that  this  legislation 
may  not  be  far-reaching  enough  to  address  the  problem  of  illegally-fired  gunshots  during  the  holidays.  These  groups 
have  suggested  the  expansion  of  this  legislation  so  that  it  included  other  holidays  in  which  illegal  ammunition  discharges 
have  been  reported,  such  as  Christmas  Day  when  gift  exchanges  of  firearms  and  ammunitions  occur,  as  well  as  on 
\  Chinese  New  Year  and  Cinco  de  Mayo.  Both  SFPD  and  the  US  Park  Police  have  indicated  that  while  there  may  be 
i  problems  with  illegal  shootings  on  all  these  holidays,  they  believe  most  complaints  are  received  on  July  Fourth  and  on 
New  Year's  Eve.  Further  study  will  however,  be  required  to  determine  if  there  is  sufficient  evidence  supporting 
expansion  of  this  legislation  to  include  other  holidays. 

b)  Impose  tougher  penalties 

Gunshop  owners  and  gun-control  activists  generally  agree  that  imposing  tougher  sanctions  for  illegal  uses  of  firearms  and 
ammunition  would  be  an  effective  means  of  curbing  the  problem  of  illegally  discharged  gunshots.  Gun  control  activists 
such  as  LCAV  advocate  imposing  stiffer  penalties  on  buyers  and  sellers  who  break  existing  laws.  Owners  of  the  San 
Francisco  Gun  Exchange  and  Jackson  Arms  Shooting  Range  and  Gunshop,  suggests  that  rather  than  restricting 
ammunition  sales,  tougher  penalties  should  instead  be  directed  at  individuals  who  are  caught  discharging  ammunition 
illegally. 

According  to  the  City  Attorney's  Office,  existing  law  does  not  specify  applicable  penalties  for  violating  the  ban  on 
I   discharging  firearms  within  City  boundaries.  Therefore,  violations  of  this  section  would  then  be  charged  as  a 
misdemeanor.  While  it  is  unclear  to  what  extent  State  law  limits  the  ability  of  chartered  cities  to  set  penalties  for 
violations  of  local  ordinances,  the  City  Attorney's  Office  believes  that  penalties  for  misdemeanor  violations  could  not 
significantly  exceed  fines  of  up  to  $1,000  or  one  year  in  the  county  jail,  or  both. 

c)  Increase  law  enforcement  efforts 

Gunshop  owners  have  called  for  an  increase  in  law  enforcement  efforts  including  dispatching  additional  police  patrols  to 
known  "troublespots"  around  the  City.  Officers  at  the  US  Park  Police  and  SFPD  have  however,  stated  that  given  the  low 
number  of  reported  incidents  -  an  average  of  up  to  5  citizen  calls,  and  a  low  number  of  arrests  -  it  would  be  unnecessar>' 
to  commit  additional  resources  toward  increased  law  enforcement  efforts.  According  to  Officer  Horn,  as  proposed,  the 
additional  law  enforcement  that  will  result  from  passage  of  this  legislation  would  consist  of  occasional  review  of  dealer 
records  when  necessary,  and  the  personnel  costs  resulting  from  that  activity  would  be  minimal. 

d)  Increase  Public  Awareness 

Law  enforcement  officers,  gun  control  activists  and  gunshop  owners  state  that  there  has  been  a  lack  of  intensive  public 
education  efforts  alerting  the  public  to  the  dangers  of  shooting  guns  in  the  air,  and  advocate  efforts  aimed  at  increasing 
public  awareness  about  gun  safety. 
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According  to  Officer  Horn,  public  education  efforts  by  SFPD  are  currently  limited  to  occasionally  provides  gun  safety 
education  to  gun  owners,  and  that  is  at  the  request  of  local  shooting  range  owners.  However,  similar  educational  efforts 
have  generally  not  been  extended  to  members  of  the  public.  Since  law  enforcement  personnel  have  indicated  that  the 
public  is  largely  unaware  of  the  dangers  of  shooting  ammunition  in  the  air,  there  may  be  a  significant  decrease  in  the 
incidence  of  illegal  gunshots  if  SFPD  were  to  extend  its  educational  efforts  to  the  public,  particularly  during  the  holidays 
when  such  shootings  are  likely  to  occur. 

6.   SHOULD  SAN  FRANCISCO  COLLABORATE  WITH  OTHER  CITIES  IN  REGULATING  AMMUNITION 

SALES? 

As  indicated  earlier,  there  are  currently  two  gun  dealers  in  San  Francisco  who  would  be  impacted  by  this  legislation,  and 
there  is  also  the  likelihood  that  once  this  legislation  is  adopted,  buyers  may  instead,  patronize  stores  that  are  located  in 
nearby  cities  that  do  not  have  restrictions  on  atimiunition  sales.  Given  all  these  factors,  the  impact  of  this  legislation  is 
likely  to  be  minimal,  unless  similar  ordinances  were  adopted  by  other  cities  in  the  Bay  Area.  Currently,  only  five 
California  cities  -  Compton,  Inglewood,  Los  Angeles,  Solana  Beach,  and  Vista  -  have  passed  ordinances  harming 
ammunition  sales  during  the  holidays,  and  none  of  these  cities  is  based  in  the  Bay  Area. 

Should  San  Francisco  seek  the  cooperation  of  other  cities  in  adopting  these  proposed  measures,  it  could  approach  the 
Association  of  Bay  Area  Governments  (ABAG)  -  an  advisory  body  comprising  elected  officials,  for  support.  Michelle 
Fadelli,  ABAG's  legislative  staff,  states  that  it  would  be  appropriate  for  San  Francisco  to  request  ABAG's  Executive 
Board  to  consider  a  proposal  urging  other  cities  to  adopt  similar  legislation.  She  expects  that  if  the  Executive  Board  votes 
to  endorse  San  Francisco's  idea,  then  ABAG  could  also  advise  other  Cities  to  adopt  similar  ordinances.  She  adds  that 
ABAGs  Board  has  previously  supported  gun-related  issues,  including  legislation  supporting  a  ban  on  the  sale  of 'junk" 
guns  -  that  is,  cheap  firearms  that  have  been  linked  with  much  of  the  urban  crime. 

If  San  Francisco  were  to  obtain  the  support  of  ABAG  with  the  result  that  other  Bay  Area  cities  opted  to  also  adopt 
legislation  restncting  ammunition  sales,  such  actions  could  strengthen  this  legislation  because  a  regional  ban  on 
ammunition  sales  would  make  it  difficult  for  buyers  to  obtain  ammunition  during  the  holiday  period.  However,  since  the 
prohibition  would  only  be  applicable  during  the  holidays  of  July  Fourth  and  New  Year's  Eve,  buyers  could  still  purchase 
ammunition  before  the  effective  dates  of  the  ban.  Nonetheless,  the  incentive  for  them  to  go  to  other  cities  for  ammunition 
purchases  would  be  reduced,  if  neighboring  cities  had  similar  ammunition  sales  restrictions. 

OPTIONS: 

1 .  Adopt  this  legislation  to  require  gun  dealers  to  take  fingerprints  or  thumbprints  of  individuals  purchasing  ammimition, 
and  to  prohibit  the  sale  of  ammunition  during  the  week  immediately  preceding  the  holidays  of  July  Fourth  and  New 
Year's  Eve  and  including  the  Fourth  of  July. 

2.  Request  the  San  Francisco  Police  Department  to  provide  information  including  statistics  identifying  the  magnitude  of 
San  Francisco's  problem  with  gunshots  that  are  fired  in  the  air  during  holiday  celebrations.  This  information  would 
include  the  number  of  reported  shooting  incidents,  identification  of'hotspots"  around  the  City,  reported  injuries, 
whether  other  holidays  besides  July  Fourth  and  New  Year's  Eve  are  affected  by  illegal  gunshot  discharges,  and  other 
relevant  data. 

3.  Prior  to  adoption,  amend  the  legislation  in  the  following  manner: 

a)  If  SFPD's  data  indicates  that  the  City  has  a  significant  problem  with  gunshot  discharges  on  other  holidays,  amend 
the  legislation  to  restrict  ammunition  sales  on  those  other  holidays. 

b)  To  reduce  the  problem  of  "stockpiling,"  restrict  the  amount  of  ammunition  individuals  can  purchase  during  a 
single  transaction. 

c)  Increase  law  enforcement  efforts  by  directing  the  SFPD  to  dispatch  additional  police  units  during  the  holiday 
period  who  would  specifically  patrol  "trouble  spots"  around  the  City,  and  encourage  SFPD  to  collaborate  with  the 
US  Park  Police  in  conducting  joint  patrols. 

d)  Direct  SFPD  to  devise  and  implement  a  strategy  for  increasing  public  awareness  about  the  danger  of  discharging 
ammunition  in  the  air  and  gun  safefy  in  general. 
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4.   Seek  support  from  the  Association  of  Bay  Area  Governments  (ABAG)  in  order  to  involve  other  municipaUties  m 
adopting  similar  legislation  that  would  regulate  ammunition  sales  in  the  manner  proposed  in  this  legislation. 


j  5.   Do  not  approve  these  proposed  measures.  A  decision  against  approval  means  that  no  person  will  be  restncted  from 
I       selling,  giving,  lending  or  transferring  ownership  of  any  ammunition  or  its  component  on  the  week  immediately 
preceding  the  holidays  of  New  Year's  Eve  and  the  Fourth  of  July,  and  including  the  Fourth  of  July.  In  addition, 
dealers  will  not  be  required  to  take  fingerprints  or  thumbprints  of  individuals  who  purchase  ammunition  in  San 
Francisco. 


Analysis  Prepared  By:  Clarice  Duma,  Legislative  Analyst  (tel.  415/554-7782) 
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MEMORANDUM 


TO: 


MEMBERS  OF  THE  RULES  COMMITTEE 


Supervisor  Tom  Ammiano,  Chair 
Supervisor  Leland  Yee 
Supervisor  Amos  Brown 


DOCU'/.riNTS  DEPT. 

DEC  1  0 1998 


FROM: 

THROUGH: 

DATE: 


JOHN  D.R.  CLARK,  Legislative  Analyst  y 
GAIL  FELDMAN,  Chief  Legislative  Analyst 
DECEMBER?,  1998 


SA^4  FRANCIS'-O 
p.JSLlC  LIBRARY 


RE: 


FILE  98-1778  -  PROPOSED  AMENDMENTS  TO  THE  LOBBYIST  ORDINANCE 


Attached  please  find  the  report  our  office  previously  prepared  on  the  lobbyist  ordinance  amendments  dated  June 
5,  1998.  The  Ethics  Commission  rescinded  the  earlier  proposed  ordinance  and  has  resubmitted  an  ordinance 
containing  the  following  amendments: 

1.  All  references  to  "designated  employees"  have  been  removed  (i.e.,  they  are  no  longer  covered  --  this 
means  those  covered  include  officers  of  the  City,  Board  aides,  family  members  and  partners). 

2.  The  ordinance  defines  the  term  "person"  in  reference  to  who  is  considered  a  lobbyist.  The  June 
amendments  would  have  made  it  explicit  that  the  term  "person"  includes  unions.  The  revised 
amendments  do  not  explicitly  include  or  exclude  unions. 

3.  The  contract  and  expenditure  lobbyist  threshold  has  been  reduced  from  the  $4,200  proposed  in  the 
earlier  version  to  $3,200.  At  $3,200,  the  increase  is  less  than  the  cumulative  increase  in  the  CPl. 

4.  The  subsection  prohibiting  political  contributions  has  been  removed. 

5.  The  subsection  banning  lobbying  on  a  contingency  fee  basis  has  been  removed. 

6.  The  section  providing  for  a  transition  to  the  new  ordinance  has  been  removed. 

Note  that  options  2  (A)(regarding  threshold  levels)  and  2  (I)  (regarding  political  contributions)  from  the 
Legislative  Analyst  Report  (pp  10-11)  are  addressed  by  the  changes  enumerated  in  numbers  3  &  4,  abo\  e. 
Options  2  (C),  (D),  (E),  (F),  (G)  and  (H)  could  still  be  considered. 

The  Legislative  Analyst  Report,  on  page  8,  discusses  the  issue  of  exempting  certain  contract  negotiations  from 
counting  as  a  contact.  Note  that  the  revised  proposed  ordinance  does  not  address  the  issue  of  whether  contacts 
related  to  collective  bargaining  agreements  are  exempted.  Under  the  present  language,  it  would  appear  that 
these  contacts  would  be  covered,  and  not  exempt.  The  Ethics  Commission  discussed  defining  the  term 
"contacf  to  exclude  collective  bargaining  matters,  but  declined  to  do  so.  If  the  Board  feels  it  important  to  car\  e 
out  this  exemption,  the  Board  could  adopt  language  considered,  but  rejected,  by  the  Commission. 
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Gail  Feldman 


To: 


Members  of  the  Board  of  Supervisors 


Chief  Legislative  Analyst 


From: 


Gail  Feldman,  Chief  Legislative  Analyst 


Date:   June  5,  1998 

Rc:      Proposed  Lobbyist  Ordinance  (File  98-031 1) 


The  attached  report  on  proposed  amendments  to  the  Lobbyist  Ordinance,  was  provided  by  request  to  the  Ethics 
Commission  and  1  believe  will  be  discussed  at  their  June  8*  meeting.  The  Proposed  Ordinance  has  not  been 
scheduled  for  hearing  by  the  Rules  Committee  due  to  a  request  from  the  Ethics  Commission  to  hold  the  hearing 
until  they  had  received  additional  public  comment.  Please  contact  Billy  Blattner,  Legislative  Analyst  at 
554-7781  if  you  have  further  questions  about  the  report. 
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LEGISLATIVE  ANALYSIS 


Committee  Hearing:   Rules  -  Not  Calendared 

File  Number:  98-03 1 1  -  Lobbyist  Ordinance  Amendments 

Origin:  Ethics  Commission 


Summary  of  Requested  Action 


The  proposed  ordinance  (File  98-31 1)  would  amend  the  Lobbyist  Ordinance  (Article  XII  of 
the  Administrative  Code)  in  the  following  ways: 

•  Increase  the  lobbyist  monetary  earnings  and  expenditure  thresholds  above  which  certain 
individuals  or  organizations  qualify  as  lobbyists  required  to  register  with  the  City  and  make 
quarterly  reports; 

•  Apply  quarterly,  rather  than  monthly,  the  earnings  threshold  above  which  lobbyists  are 
required  to  register  with  the  City; 

•  Clarify  and  create  new  exemptions  to  the  definition  of  a  "contact"  -  certain  individuals  and 
organizations  are  required  to  register  as  lobbyists  if  they  make  more  than  25  contacts  with 
City  officials  for  the  purposes  of  lobbying; 

•  Lower  the  monetary  threshold  for  lobbyist  gift  reporting  requirements; 

•  Expand  lobbyist  contact  and  gift  reporting  requirements  to  include  designated  City 
employees,  aides  to  the  Board  of  Supervisors,  and  registered  domestic  partners  of  City 
officials  and  designated  employees; 

•  Create  a  gift  limit  and  a  political  contribution  limit; 


•  Prohibit  lobbying  on  a  contingency  fee  basis; 

•  Expand  the  penalties  that  may  be  imposed  on  lobbyists  for  violations  of  the  ordinance; 

•  Realign  lobbyist  reporting  deadlines;  and 

•  Clarify  ambiguities  in  and  make  technical  corrections  to  current  law. 


Current  Law 


Current  law  (Administradve  Code  Article  XIIA,  Sec.  16.522  et  seq.,  Ord.  40-88,  amended  by 
Ord.  390-97)  breaks  down  individuals  and  organizations  required  to  register  with  the  City  as 
lobbyists  into  the  following  three  categories:  contract  lobbyists,  business/organization  lobbyists, 
and  grassroots  lobbyists.  The  following  qualifying  mechanisms  trigger  the  registration 
requirement  for  each  category: 

•    Contract  Lobbyist  -  receives  or  becomes  entitled  to  receive  at  least  $1,000  compensation  for 
lobbying  in  any  month  OR  has  at  least  25  separate  contacts  with  City  officers  for  lobbying 
purposes  over  two  consecutive  months; 
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•  Business/Organization  Lobbyist  -  compensates  (at  any  dollar  amount)  employees  or  members 
for  lobbying  activities  AND  those  employees  or  members  have  at  least  25  separate  contacts 

w  ith  City  officers  for  lobbying  purposes  over  two  consecutive  months; 

•  Grassroots  Lobbyist  -  spends  at  least  $1,000  in  a  three  month  period  to  urge  citizens  to 
contact  City  officers  on  local  legislative  or  administrative  action.  Payments  to  other 
lobbyists  are  not  included  in  the  calculation  of  expenditures. 

The  City  Charter  (Section  C3. 699-1 1,  adopted  in  1995)  requires  the  Ethics  Commission  to 
annually  adjust  the  earnings  and  expenditure  thresholds  by  the  Consumer  Price  Index  (CPI)  for 
San  Francisco  to  keep  pace  with  inflation.  The  thresholds  have  not  been  adjusted  since  the 
Lobbyist  Ordinance  was  established  in  1988.  Prior  to  the  creation  of  the  Ethics  Commission  in 
i995,  the  Clerk  of  the  Board  administered  the  lobbyist  ordinance. 

All  registered  lobbyists  must  pay  a  fee  of  $300  at  the  time  of  registration  or  re-registration. 
Contract  lobbyists  are  also  required  to  pay  a  fee  of  $50  per  client.  The  Board  of  Supervisors 
increased  these  fees  from  $35  and  $15  respectively  on  October  6,  1997  (Ord.  390-97.) 

Registered  lobbyists  are  required  to  file  quarterly  reports  with  the  Ethics  Commission 
detailing  all  activity  expenses,  including  gifts,  and  the  beneficiaries  of  those  expenses;  all 
political  contributions  greater  than  $100;  the  name  of  each  cHent  and  the  amount  of 
compensation  or  payment;  and  the  specific  lobbying  activities  undertaken.  The  Ethics 
Commission  compiles  this  information  and  releases  a  quarterly  report  to  the  pubhc.  Once  a 
lobbyist  reaches  qualifying  thresholds  and  registers  with  the  City,  the  lobbyist  must  continue  to 
file  quarterly  reports  and  to  re-register  annually,  regardless  of  whether  or  not  she/he  reaches 
qualifying  thresholds  in  a  given  quarter,  until  a  lobbyist  termination  statement  is  filed. 

Background 

Origination  of  Amendments 

According  to  Ginny  Vida,  Executive  Director  of  the  Ethics  Commission,  the  proposed 
amendments  to  the  lobbyist  ordinance  were  generated  by  the  Ethics  Commission  staff  based 
upon  their  experiences  administering  the  ordinance  and  the  Commission's  Charter  authority  to 
increase  lobbyist  qualification  thresholds  to  adjust  for  inflation. 

The  Commission  vetted  the  proposed  legislation  in  public  meetings  that  included  oral  and 
written  testimony  from  both  lobbyists  and  public  interest  groups  such  as  Common  Cause.  Ms. 
Vida  reports  that  the  Commission  requested  that  the  Rules  Committee  delay  consideration  of  the 
amendments  pending  additional  comments  from  public  interest  groups,  which  did  not  feel  that 
they  had  been  included  earlier  in  the  process. 

Increasing  Monetary  Thresholds 

When  lobbyists  spend  or  are  paid  above  a  certain  amount  for  lobbying,  the  lobbyist  ordinance 
requires  that  they  register  with  the  City  and  make  quarterly  reports  to  the  Ethics  Commission. 
The  proposed  ordinance  would  raise  the  level  of  these  monetary  earnings  and  expenditure 
thresholds  which  trigger  registration  requirements.  For  contract  lobbyists,  the  proposed 
ordinance  would  increase  the  earnings  threshold  from  $1,000  per  month  to  $4,200  in  three 
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consecutive  months.  This  reflects  a  shift  from  monthly  to  quarterly  thresholds  and  an  adjustment 
based  on  the  CPI. 

The  proposed  ordinance  would  change  the  name  of  grassroots  lobbyists  to  expenditure 
lobbyists.  It  would  also  increase  the  threshold  above  which  grassroots/expenditure  lobbyists  are 
required  to  register  with  the  City  from  expenditures  greater  than  $1,000  in  three  consecutive 
months  to  $4,200  in  three  consecutive  months.  The  current  threshold  for  grassroots 
(expenditure)  lobbyists  is  applied  quarterly,  not  monthly.  Therefore,  the  proposed  increase  in  the 
threshold  for  expenditure  lobbyists  from  $  1 ,000/quarter  to  $4,200/quarter  is  greater  than  the 
increase  in  the  CPI. 

Identifying  "Contact "  Exemptions 

Certain  organizations  and  individuals  are  required  to  register  as  lobbyists  if  they  make  25  or 
more  contacts  with  City  officials  to  influence  legislation  or  administrative  action.  The  proposed 
ordinance  would  modify  current  law  -  which  contains  exceptions  to  the  definition  of  a  lohhyist  - 
by  identifying  acdvifies  exempt  from  the  definifion  of  a  ''contact"  potentially  affecting  the 
number  of  qualifying  contacts  made  by  a  lobbyist. 

Spending  by  lobbyists  on  activities  that  are  exempted  from  the  definition  of  a  contact  do  not 
contribute  to  the  total  expenses  that  trigger  registration  requirements  under  earnings  and 
expenditure  thresholds.  However,  expenses  for  two  exempted  activities  -  providing  oral  or 
written  testimony  at  a  public  hearing  and  a  person  applying  for  or  opposing  a  construction- 
related  permit  on  her/his  own  behalf  -  must  still  be  reported  by  registered  lobbyists  in  quarterly 
reports  to  the  Ethics  Commission. 

Expenses  for  hiring  an  expert  to  provide  testimony  to  public  officials  must  be  reported  and 
contribute  to  qualifying  monetary  thresholds.  Therefore,  a  confract  lobbyist  who  hires  an  expert 
to  present  public  testimony  must  report  that  expense  to  the  Ethics  Commission  and  include  the 
expense  in  the  lobbyist's  calculation  of  expenses  that  may  trigger  the  registration  requirement 
under  monetary  thresholds.  However,  as  an  exemption  from  the  definition  of  a  contact,  the 
testimony  of  that  expert  would  not  contribute  to  the  25  contact  threshold  for  that  lobbyist. 

Fees 

On  October  6,  1997,  the  Board  of  Supervisors  increased  the  annual  registration/re- 
regisfration  fee  for  lobbyists  from  $35  to  $300  and  the  per  client  fee  from  SI 5  to  S50  (Ord.  390- 
97,  File  97-97-35.)  These  fee  increases  were  below  the  original  Ethics  Commission  proposal  of 
$375  and  $100  respectively. 

Gifts  and  Activity  Expenses 

The  proposed  ordinance  would  lower  the  threshold  above  which  lobbyist  gifts  and  activity 
expenditures  (such  as  meals  and  event  tickets)  would  need  to  be  reported  from  S20  per  month  to 
$30  within  three  consecufive  months.  It  would  also  add  gifts  and  activity  expenses  that  benefit 
designated  City  employees  (idenfified  in  the  City's  Conflict  of  Interest  Code  as  persons  who 
participate  in  decisions  that  could  affect  legislative  or  administrative  action  and  who  must 
therefore  file  periodic  Statements  of  Economic  Interest),  aides  to  the  Board  of  Superv  isors,  and 
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their  domestic  partners  to  the  Hst  of  expenses  that  lobbyists  must  report  to  the  Ethics 
Commission. 

The  proposed  ordinance  would  clarify  existing  language  to  state  that  these  reporting 
requirements  apply  only  to  gifts  from  lobbyists  to  those  individuals  actually  lobbied  by  the 
lobbyist.  Gifts  given  by  lobbyists  to  public  officials  or  designated  employees  who  are  not 
lobbied  by  the  lobbyist  would  not  need  to  be  reported. 

The  proposed  ordinance  would  impose  a  local  gift  limit  on  lobbyists.  Lobbyists  would  be 
permitted  to  give  gifts  valuing  no  more  than  $50  within  three  months  of  a  contact  -  effectively 
limiting  gifts  to  no  more  than  $50  over  a  six  month  period  to  a  single  individual  who  is  lobbied 
b>'  that  lobbyist.  The  proposed  ordinance  would  also  require  lobbyists  to  provide  to  recipients  a 
written  statement  of  the  monetary  value  of  gifts. 

Polirical  Contributions  Prohibition 

Currently,  lobbyists  are  required  to  report  political  contributions  greater  than  $100.  The 
proposed  ordinance  would  prohibit  lobbyists  from  making  or  soliciting  campaign  contributions 
to  elected  City  officers,  candidates  or  their  committees  within  three  months  (before  and  after)  of 
contacting  the  department,  board,  commission,  office  or  agency  of  the  officer/candidate.  This 
provision  is  similar  to  language  included  in  Proposition  208,  enforcement  of  which  has  been 
suspended  pending  ftirther  review  by  the  courts,  which  would  have  prohibited  lobbyists  from 
making  or  arranging  any  campaign  contributions.  Currently,  local  lobbyists'  campaign 
contributions  are  governed  by  Administrative  Code  section  16.508. 

Employment  Provisions  and  Contingency  Fee  Prohibition 

Immediate  family  members  and  registered  domestic  partners  would  be  added  to  the  list  of 
individuals  whose  employment  by  a  lobbyist,  in  any  capacity,  must  be  reported  to  the  Ethics 
Commission.  The  proposed  ordinance  also  would  require  that  lobbyists  report  payments  for 
campaign  consulting  services  to  the  activities  that  must  be  reported  to  the  Ethics  Commission. 
The  proposed  ordinance  would  also  prohibit  lobbyists  from  being  paid  on  a  contingency  basis. 

Penalties 

As  an  alternative  to  the  current  fine  of  $1,000  per  violation  of  the  lobbyist  ordinance,  the 
proposed  legislation  would  authorize  a  penalty  equal  to  three  (3)  times  the  amount  not  properly 
reported  or  in  excess  of  the  gift  limit.  The  proposed  ordinance  would  not  change  the  waivable 
$25/day  penalty  that  may  be  imposed  on  late  filings. 

Policy  Issues 


1 )  Should  Monetaty  Thresholds  Be  Increased  and  By  How  Much? 

A)  Discussion  of  Data  Provided  in  Ethics  Commission  Reports  -  As  of  the  1"  Quarter  of 
1998,  57  lobbyists  registered  with  the  Ethics  Commission.  Of  those,  33  registered  as  confract 
lobbyists,  21  as  business/organization  lobbyists,  and  3  as  grassroots  lobbyists.  Based  on  a 
review  of  the  Ethics  Commission's  T'  quarter  report  of  lobbyist  earnings  and  expenses: 


4 


•  24  lobbyists  exceeded  proposed  thresholds  in  the  T'  quarter  of  1 998  (>S4,200); 

•  5  lobbyists  exceeded  current  thresholds,  but  not  proposed  thresholds  (>S1 ,000,  but  <S4,200); 

•  4  of  those  5  may  not  have  exceeded  current  thresholds,  depending  on  when 
earnings/expenditures  were  made; 

•  6  lobbyists  reported  earnings/expenditures  below  current  thresholds  (<S  1 ,000);  and 

•  22  lobbyists  reported  no  earnings  or  expenditures  or  did  not  file  reports.  


It  should  be  noted  that  once  a  lobbyist  qualifies,  she/he  is  obligated  to  register  and  to  file 
reports  with  the  Ethics  Commission  until  she/he  files  a  notice  of  termination  stating  that  she/he  is 
no  longer  engaged  in  lobbying  activities.  This  requirement  applies  even  though  a  lobbyist  may 
not  exceed  the  qualification  thresholds  in  a  given  quarter.  If  a  lobbyist  files  a  termination 
statement  but  subsequently  qualifies  as  a  lobbyist,  she/he  would  be  required  to  re-register  and  to 
pay  the  $300  registration  fee. 

B)  Will  Large  Companies  Evade  Registration  Requirements?  Reports  in  the  press,  drawing 
on  information  fi-om  the  4*  quarter  of  1997,  idendfied  several  large  companies  that  did  not 
expend  more  than  $4,200  in  that  quarter,  including  Bank  of  America,  Philip  Morris,  PG&E  and 
Chevron.  Three  of  the  four  (BofA,  PG&E,  and  Chevron)  qualified  as  business/organization 
lobbyists  (compensates  an  employee  for  lobbying  activities  at  any  amount  and  made  25  contacts 
with  City  officers)  to  which  monetary  thresholds  do  not  apply.    Therefore,  changes  in  the 
earnings  and  expenditure  thresholds  would  not  impact  these  companies. 

Philip  Morris,  listed  as  a  grassroots  (expenditure)  lobbyist  in  recent  Ethics  Commission 
reports,  may  have  been  categorized  as  such  because  it  did  not  compensate  an  employee  v\  ho 
made  25  contacts,  but  did  exceed  expenditure  thresholds  in  a  previous  reporting  period. 
Increasing  the  expenditure  threshold  may  or  may  not  enable  Philip  Morris  to  file  a  lobbyist 
termination  statement  (and  therefore  cease  making  quarterly  reports),  depending  on  anticipated 
lobbying  expenditures. 

C)  Thresholds  in  Other  Communities  -  As  shown  in  the  appendix  provided  by  the  Ethics 
Commission,  the  California  Fair  Political  Practices  Commission  and  the  City  of  San  Jose  have  a 
threshold  of  $2,000  per  month,  which  is  higher  than  the  proposed  thresholds.  In  1995,  the  City 
of  Los  Angeles  switched  to  a  quarterly  threshold  of  $4,000.  The  City  of  San  Diego,  where  there 
is  no  current  monetary  threshold,  is  considering  an  increase  to  $1,000  per  quarter  with  an  annual 
CPI  adjustment. 

D)  The  Rationale  for  Amending  the  Lobbvist  Ordinance  -  Raising  the  earning/expenditure 
thresholds  raises  one  primary  concern:  will  higher  thresholds  enable  lobbyists  to  evade 
registration  requirements?  According  to  Ginny  Vida,  Executive  Director  of  the  Ethics 
Commission,  there  are  at  least  three  justifications  for  the  increase. 


First,  the  1995  City  Charter  mandates  the  Ethics  Commission  to  increase  the  thresholds  by 
the  CPI  to  keep  pace  with  inflation.  Despite  this  authority,  thresholds  have  not  been  increased. 


Second,  by  harmonizing  contract  and  expenditure  lobbyist  thresholds  at  $4,200  per  quarter, 
the  proposed  amendments  rationalize  the  lobbyist  ordinance  by  making  the  law's  application 
more  uniform  and  predictable. 

Third,  increasing  the  registration  fees  in  October  of  1997  without  simultaneously  raising 
monetary  thresholds  may  have  had  the  effect  of  requiring  small  and  low-earning  lobbyists  to  pay 
as  much  as  30%  of  their  income  or  expenditures  to  the  City  in  fees. 

The  Committee  may  wish  to  explore  alternatives  to  the  Ethics  Commission's  proposal  to 
address  the  issue  of  the  fee  to  earnings/expenditure  ratio  by  raising  thresholds.  The  Committee 
may  prefer  to  adopt  a  new  fee  schedule  or  to  grant  the  Ethics  Commission  the  authority  to  waive 
or  reduce  fees  to  low-earning  lobbyists  or  impose  fees  on  a  sUding  scale.  The  Ethics 
Commission  has  expressed  concern  about  the  practicality  of  administering  a  sliding  fee  schedule 
using  the  Commission's  limited  staff  resources. 

E)  Contract  Lobbyist  Monetary  Threshold  Would  Be  Made  Quarterly  and  Adiusted  for 
Inflation  -  The  proposed  adjustment  would  reflect  a  change  to  a  quarterly  (three  consecutive 
months)  earnings  threshold  adjusted  for  inflation  over  the  past  ten  years  (from  $l,000/month  to 
$4,200  in  three  consecutive  months.)  With  the  exception  of  San  Jose,  it  would  make  San 
Francisco's  threshold  the  highest  of  any  California  city  or  county.  In  the  most  recent  quarter, 
two  contract  lobbyists  fell  between  the  current  and  proposed  thresholds  ($1,901  and  $3,227),  and 
1 3  exceeded  the  proposed  threshold. 

As  issues  come  up,  lobbyists  are  retained  by  clients  to  influence  legislation  or  administration 
action.  Lobbyist  earnings  and  expenditures  are  often  spread  out  over  a  period  of  time  rather  than 
concentrated  in  a  single  month.  According  to  Ms.  Vida,  the  proposed  application  of  thresholds 
over  three  consecutive  months  is  a  better  reflection  of  the  pattern  of  lobbyist  earnings  and 
expenditures. 

It  is  possible  that  some  lobbyists  may  distribute  their  earnings  in  such  a  way  as  to  avoid 
reaching  higher  thresholds  or  their  application  over  three  consecutive  months.  According  to 
Charles  Marsteller  of  Common  Cause,  opinions  of  the  success  of  recently  adopted  quarterly 
thresholds  in  Los  Angeles  are  mixed.  However,  the  Los  Angeles  Ethics  Commission  indicated 
that  quarterly  reporting  has  proven  to  be  successful. 

By  adopting  the  contract  lobbyist  threshold  as  proposed,  the  Committee  would  be  indicating 
two  things:  concurrence  with  the  1988  Board-determined  earnings  threshold  while  adjusting  for 
inflation,  and  endorsement  of  expanding  the  threshold  period  to  three  consecutive  months. 

Alternatively,  the  Committee  may  choose  to  reject  the  proposal  or  to  adjust  the  amount  of  the 
threshold  increase.  Rejecting  the  proposal  would  indicate  that  the  Committee  does  not  wish  to 
apply  the  contract  lobbyist  earnings  threshold  quarterly  nor  increase  the  threshold  by  the  CPI. 

Should  the  Committee  choose  to  adjust  the  threshold  to  a  level  other  than  $4,200,  it  would 
need  to  determine  a  more  appropriate  amount.  An  appropriate  threshold  should  be  low  enough  to 
capture  significant  lobbying  efforts  but  high  enough  to  allow  individuals  or  organizations 
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engaged  in  limited  activities  to  operate  without  having  to  register  with  the  City.  Such  a  threshold 
would  likely  fall  between  $3,000  (the  current  threshold  applied  on  a  quarterly  basis)  and  54,200 
(the  current  threshold  adjusted  for  inflation  and  applied  quarterly.) 

F)  Expenditure  Lobbyist  Monetary  Threshold  Would  be  Increased  320%  -  The  proposed 
ordinance  would  adjust  the  expenditure  threshold  for  grassroots/expenditure  lobbyists  from 
$1,000  in  three  consecutive  months  to  $4,200  in  three  consecutive  months.  This  change  would 
be  an  increase  of  320%  over  the  current  level.  An  adjustment  based  solely  on  the  CPl  would 
equal  $1,400  in  three  consecutive  months.  According  to  Ethics  Commission  staff,  the  proposed 
change  would  make  the  lobbyist  ordinance  more  predictable  and  easier  to  enforce. 

The  Committee  may  choose  to  adopt  the  increase,  to  reject  the  increase,  to  increase  the 
threshold  by  the  CPI  ($l,400/quarter),  or  to  increase  the  threshold  by  another  amount.  Adopting 
the  proposed  increase  would  indicate  support  for  bringing  the  expenditure  lobbyist  threshold  in 
line  with  the  contract  lobbyist  threshold.  Expenditure  lobbyists  spending  less  than  the  proposed 
$4,200/quarter  would  be  able  to  file  lobbyist  termination  statements  which  would  free  them  from 
registration  and  reporting  requirements.  It  should  be  noted  that  in  the  1"  quarter  Ethics 
Commission  report,  only  three  entities  were  registered  as  grassroots  (expenditure)  lobbyists, 
none  of  which  reported  any  expenditures  in  the  first  three  months  of  the  year. 

Rejecting  the  proposed  increase  in  the  expenditure  lobbyist  monetary  threshold  would  imply 
that  the  Committee  feels  the  current  threshold  is  appropriate  for  expenditure  lobbyists.  The 
Committee  may  prefer  to  increase  the  expenditure  threshold  to  $1,400  in  three  consecutive 
months,  consistent  with  the  Ethics  Commission's  Charter  mandate  to  adjust  thresholds  to 
account  for  inflation. 

The  Committee  may  also  choose  a  different  threshold  amount  which  is  low  enough  to  qualify 
significant  lobbying  efforts  not  captured  by  other  lobbyist  categories  but  high  enough  to  allow 
small  lobbying  efforts  to  be  undertaken  without  triggering  lobbyist  registration  requirements. 
Such  a  threshold  would  likely  fall  between  $1,400  (the  current  threshold  adjusted  for  inflation) 
and  $4,200  (as  proposed.)  Setting  a  monetary  expenditure  threshold  at  a  level  different  from  the 
level  chosen  for  contract  lobbyist  earnings  threshold  would  render  moot  the  rationale  for 
increasing  the  level  to  make  the  ordinance  simpler  and  more  predictable.  Selecting  a  threshold 
other  than  an  increase  by  the  CPI  would  not  utilize  the  rationale  that  the  Charter  requires 
thresholds  to  be  adjusted  for  inflation. 

2)  Are  the  Exemptions  to  the  Definition  of  "Contact"  Appropriate? 

The  number  of  contacts  a  lobbyist  has  with  City  officials  applies  to:  contract  lobbyists,  who 
are  required  to  register  with  the  City  if  they  receive  compensation  above  the  earnings  threshold 
or  if  they  make  at  least  25  separate  contacts  with  City  officers;  and  business/organization 
lobbyists,  who  are  required  to  register  if  they  compensate  an  employee  for  lobbying  activities  at 
any  amount  and  that  employee  makes  at  least  25  contacts  with  a  City  officer.  Current  law  differs 
fi-om  the  proposed  amendments  in  that  the  existing  ordinance  defines  lobbyists  -  rather  than 
contacts  -  and  identifies  seven  exemptions  to  those  considered  lobbyists. 


7 


The  proposed  legislation  would  identify  certain  activities  that  would  be  exempt  from 
definition  of  a  contact.  This  would  permit  individuals  or  organizations  to  engage  in  those 
exempted  activities  without  triggering  registration  requirements  based  on  the  number  of  contacts. 
According  to  the  Ethics  Commission,  these  exemptions  are  based  on  current  law  or  serve  the 
public  interest. 

The  proposed  ordinance  identifies  16  exemptions  from  the  definition  of  a  contact.  Three  of 
these  exempt  activities  are  excluded  from  the  definition  of  a  contact  but  are  activities  that  still 
must  be  reported  by  registered  lobbyists. 

These  three  non-qualifying  but  reportable  activities  are:  providing  testimony  at  a  public 
hearing,  hiring  experts  to  provide  testimony  or  information  to  public  officials,  and  activities 
relating  to  the  application  for  or  opposition  to  construction  permits. 

A)  Exemption  of  Expert  Testimony  -  Particularly  complex  are  provisions  that  would  exempt 
the  hiring  of  an  expert  to  provide  public  testimony  from  the  definition  of  a  contact.  In  this 
specific  case  only,  expenditures  on  expert  testimony  would  be  reported  to  the  Ethics  Commission 
by  registered  lobbyists  and  would  contribute  to  qualifying  monetary  thresholds.  However,  as  an 
activity  exempt  from  the  definition  of  a  contact,  hired  expert  testimony  would  not  contribute  to 
the  number  of  contacts  that  can  trigger  regisfration  requirements  based  on  making  25  contacts 
with  City  officials  or  employees. 

According  to  Mr.  Marsteller  of  Common  Cause,  an  expert  employed  by  a  lobbyist  to  provide 
testimony  indicates  participation  in  an  advocacy  program  and  is  therefore  an  inappropriate 
exemption  from  the  definition  of  a  contact.  The  Committee  may  wish  to  remove  this  exemption, 
which  is  similar  to  current  law,  from  the  list  of  exemptions.  This  would  make  the  employment  of 
an  expert  a  qualifying  contact  that  may  contribute  to  qualifying  contact  thresholds. 

B)  Exemption  of  Internal  Mobilization  Efforts  -  One  exemption  to  the  definition  of  a  contact 
would  except  payments  made  by  a  firm  or  organization  to  urge  its  employees  or  members  to 
contact  City  officials  or  designated  employees.  This  exemption  is  based  on  an  interpretation  of 
existing  law.  It  would  benefit  grassroots  organizations,  firms,  and  other  expenditure  lobbyists 
who  expend  resources  mobilizing  their  own  members  and  employees  by  excluding  these  internal 
activities  from  contributing  to  both  monetary  and  contact  thresholds.  It  would  enable 
organizations  and  associations  to  spend  potentially  significant  amounts  to  influence  legislation 
without  having  to  report  it.  The  Committee  may  wish  to  amend  the  legislation  to  remove 
internal  expenditures  to  mobilize  employees  or  members  from  the  list  of  exemptions  or  to  make 
such  expenditures  reportable.  However,  such  an  amendment  to  the  proposed  ordinance  may  raise 
Constitutional  concerns. 

C)  Exemption  of  Certain  Contract  Negotiations  -  It  should  be  noted  that  activities  relating  to 
the  administration  of  an  existing  contract  would  be  exempt  under  the  proposed  ordinance.  It  is 
the  Ethics  Commission's  position  that  this  exemption  would  not  apply  to  new  confracts,  contract 
renewal,  or  significant  renegotiation  of  the  terms  of  a  contract. 


3)  How  Will  Changes  to  Gift  and  Activity  Expense  Provisions  A  ffect  City  Officials/Employees? 


A)  Gift  Reporting  -  The  proposed  ordinance  would  adjust  the  amount  for  which  lobbyists 
must  report  gifts  fi-om  $20  per  month  to  $30  in  three  consecutive  months.  This  would  tighten 
gift  reporting  requirements  without  requiring  lobbyists  to  report  all  gifts.  This  proposal  was 
drafted  in  order  to  avoid  capturing  small  or  incidental  expenses  made  by  lobbyists  that  benefit 
City  officials  or  employees. 

Mr.  Marsteller  advises  that  Common  Cause  considers  it  to  be  in  the  public  interest  for  gifts  of 
any  size  and  to  any  public  entity  to  be  reported  in  order  to  provide  greater  public  insight  into  the 
influence  of  lobbyists.  He  recommends  that  all  lobbyist  expenditures  benefiting  City  officials  or 
employees  be  reported,  not  only  gifts  to  those  actually  lobbied  oy  the  lobbyist.  The  Committee 
may  wish  to  require  that  all  gifts  to  all  City  officials  and  designated  employees  be  reported. 

B)  Gift  Limits  -  Currently,  the  City  has  no  law  limiting  the  amount  of  gifts  that  can  be 
received  by  local  officials  and  employees  fi-om  local  lobbyists.  By  State  law,  a  $10  gift  limit 
applies  only  to  State  lobbyists  registered  to  lobby  State  officials.  Local  officials  and  designated 
employees,  by  State  law,  cannot  receive  gifts  in  excess  of  $290  per  year.  The  proposed 
ordinance  would  prohibit  lobbyists  fi"om  giving  more  than  $50  to  a  City  official  or  designated 
employee  within  3  months  of  a  contact.  Because  this  limit  applies  both  before  and  after  a 
contact,  lobbyists  effectively  cannot  give  gifts  in  excess  of  $50  over  six  months  to  a  single 
recipient. 


Gift  provisions,  in  summary: 

Lobbyists  must  report  gifts/activity  expenses: 

Current:  Over  $20/month  to  a  single  recipient 
Proposed:  Over  $30  within  three  (3)  consecutive  months 

Officials/designated  employees  must  report  gifts: 

Current:  By  State  law,  gifts  of  $50  or  more  (reported  on  Economic  Interest  Statement) 
Proposed:  No  change 

Gift  limits: 

Current:  By  State  law,  officials/designated  employees  may  not  accept  gifts  totaling  more 

than  $290  annually  fi-om  a  single  source 
Proposed:  Lobbyists  may  not  give  gifts  totahng  more  than  $50  within  3  months  of  contact 


Because  proposed  reporting  requirements  and  gift  limits  vary,  small  expenditures  would  not 
be  captured.  For  example,  a  lobbyist  could  theoretically  give  a  single  gift  valued  at  $29  (because 
it  is  less  than  the  proposed  $50  limit)  which  would  not  need  to  be  reported  by  the  lobbyist 
(because  it  is  less  than  the  proposed  $30  lobbyist  reporting  requirement)  nor  by  the  recipient 
(because  it  is  less  than  the  $"^0  Economic  Interest  Statement  requirement.) 

C)  Gift  Limits  in  Other  Cities  -  The  City  of  Los  Angeles  limits  lobbyists'  gifts  to  public 
officials  to  no  more  than  $25  in  a  calendar  year  and  limits  local  officials  fi-om  accepting  more 
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than  SI 00  in  gifts  from  lobbyists.  San  Jose  limits  lobbyists'  gifts  to  no  more  than  $15  a  year. 
San  Diego  enforces  the  State  law  that  limits  public  officials  to  accepting  no  more  than  gifts 
valued  at  $290/year  ft-om  any  single  source. 

4)  Can  (he  City  Prohibit  Lobbyists '  Campaign  Contributions  or  Contingency  Fees? 

The  Ethics  Commission  has  proposed  new  limits  on  lobbyist  campaign  contributions  in  order 
to  avoid  undue  influence  on  the  outcome  of  legislative  and  administrative  decisions.  Limitations 
on  the  amount  of  campaign  contributions  by  an  individual  are  established  in  the  Administrative 
Code  (section  16.508)  however  that  section  does  not  limit  the  timing  of  contributions.  The 
Administrative  Code  prohibits  a  candidate  from  accepting  campaign  contributions  until  after  they 
have  filed  a  declaration  to  solicit  campaign  contributions  but  this  can  be  filed  well  in  advance  of 
an  election. 

The  prohibition  would  eliminate  in  total  a  six  month  period  in  which  a  lobbyist  could 
contribute  to  a  campaign  for  elective  office,  if  they  had  contacted  the  department,  board  or 
commission  to  which  that  candidate  was  seeking  election.  The  proposed  campaign  contribution 
limit  imposed  on  lobbyists  could  disallow  certain  lobbyists  from  contributing  to  some 
campaigns,  and  would  require  advanced  planning  on  the  part  of  lobbyists  and  candidates  for 
office  who  intended  to  provide  contributions.  Such  a  prohibition  could  play  out  in  several  ways; 
it  could  reduce  the  contributions  by  some  entities  involved  in  trying  to  influence  legislative 
decisions;  it  could  result  in  lobbyists  contributing  to  all  persons  they  beUeve  may  have  a  role  in 
certain  legislative  or  administrative  outcomes;  and  it  could  eliminate  the  ability  of  certain 
lobbyists  from  contributing  to  campaigns  of  candidates  that  file  a  declaration  to  solicit 
contributions  closer  toward  an  election. 

In  the  1"  quarter  of  1998,  lobbyists  reported  almost  $233,000  in  political  contributions, 
$2 1 7,000  of  which  was  given  to  the  Committee  to  Rebuild  the  de  Young  Museum.  Clear  legal 
precedent  governing  campaign  contribution  limits  have  not  been  firmly  established.  The  Federal 
judge  who  suspended  enforcement  of  Proposition  208  -  which,  among  other  things,  banned 
campaign  contributions  from  lobbyists  -  did  not  directly  address  the  campaign  contribution 
provision.  In  his  decision,  the  judge  suspended  Prop.  208  in  its  entirety  while  deferring  the 
determination  of  whether  or  not  portions  the  law  are  severable  to  the  California  Supreme  Court, 
which  has  yet  to  decide  the  case.  It  is  unclear  whether  the  prohibition  on  lobbyists'  campaign 
contributions  in  the  proposed  ordinance  could  withstand  legal  challenge. 

The  limitations  on  campaign  contributions  by  lobbyists  may  need  to  be  analyzed  in  the 
broader  context  of  the  existing  San  Francisco  Campaign  Finance  Reform  Ordinance,  in  order  to 
better  understand  the  impacts  of  this  proposed  limitation. 

The  City  Attorney's  Office  reports  that  State  law  bans  State  lobbyist  contingency  fees. 

Options 

1 .  Adopt  the  proposed  ordinance.  This  would  adjust  the  monetary  thresholds  that  trigger 
registration  requirements  to  $4,200  in  three  consecutive  months  for  contract  and  expenditure 
lobbyists;  clarify  and  expand  the  list  of  exemptions  from  the  definition  of  the  term  contact,  which 
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may  affect  certain  provisions  that  trigger  lobbyist  registration  requirements;  expand  gift, 
earnings,  and  expenditure  reporting  requirements;  limit  gifts  and  political  contnbutions  from 
lobbyists;  prohibit  lobbyist  contingency  fees;  and  expand  the  penalties  that  may  be  assessed  for 
violations  of  the  ordinance. 

2.  Amend  the  proposed  ordinance  in  some  or  all  of  the  following  ways: 

A.  Adjust  the  proposed  qualifying  earnings  threshold  for  contract  lobbyists  to  an  amount 
other  than  $4,200  in  three  consecutive  months  which  is  sufficient  to  capture  significant 
lobbying  activity; 

B.  Adjust  the  proposed  qualifying  monetary  threshold  of  $4,200  in  three  consecutive  months 
for  grassroots/expenditure  lobbyists  to  an  adjustment  based  on  the  Consumer  Price  Index 
($1,400  in  three  consecutive  months)  or  another  amount  that  would  capture  significant 
lobbyist  activities; 

C.  As  an  ahemative  to  A  and  B,  adjust  all  threshold  amounts  by  the  consumer  price  index 
only,  as  mandated  in  the  City  Charter; 

D.  Give  the  Ethics  Commission  the  authority  to  waive  or  reduce  fees  to  low  earning 
lobbyists  or  to  impose  fees  on  a  sliding  scale.  The  Commission  believes  the  sliding  scale 
would  be  difficult  to  administer; 

E.  Remove  compensation  for  expert  testimony  from  the  list  of  exemptions  from  the 
definition  of  a  contact.  This  would  make  compensated  expert  testimony  a  qualifying 
contact; 

F.  Remove  payments  for  internal  mobilization  of  employees  or  members  from  the  list  of 
exemptions  to  the  definition  of  a  contact  or  make  such  payments  a  reportable  expense, 
which  could  present  Constitutional  concerns; 

G.  Require  lobbyists  to  report  gifts  of  any  amount  to  all  City  officials  and  designated 
employees,  not  just  to  those  lobbied  by  the  lobbyist; 

H.  As  an  alternative  to  G,  remove  the  proposed  gift  limit;  and/or 

I.  Sever  provisions  addressing  lobbyists'  campaign  contributions  for  separate  consideration 
with  the  existing  Campaign  Finance  Reform  Ordinance. 

3.  Do  not  adopt  the  proposed  ordinance.  This  would  leave  earnings  and  expenditure  thresholds 
at  current  levels.  It  would  not  expand  reporting  requirements;  create  gift  or  political  contribution 
limits;  prohibit  contingency  fees;  nor  expand  the  penalties  that  may  be  assessed  for  violations. 

Prepared  by:    Billy  Blattner 


(415) 554-7784 


cc:  Board  of  Supervisors 
Harvey  Rose 
City  Attorney 


Clerk  of  the  Board 
Steve  Kawa 
Ethics  Commission 
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Chief  Legislative  Analyst 

Board  of  Supervisors 

Billy  Blattner 
Legislative  Analyst 
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Executive  Director 

Comparative  Review  of  Lobbyist  Monetary  Thresholds  and  Registration 
Fees  in  California 


Below  please  find  a  comparative  review  of  the  monetary  qualification  thresholds  for 
jSsdicIion        ""^'^  ^^^^^  corresponding  registration  fees  charged  in  each 

Fair  Political  Practices  Commi^^jr^n 


Threshold:  For  a  lobbyist  "individual"  the  threshold  is  $2,000  or  more  in  a  calendar 
month. 

Registration:  $25  (lobbyists) 
City  of  Fresno 

ci^s'titio^^-r'''^''  ^     ^"^"^ ^""^ 


Registration:  $25  (lobbyists);  $0  (clients) 
City  of  Los  Anp,eie«; 


Threshold:  $4,000  m  a  calendar  quarter 
Registration:  $300  (lobbyists);  $50  (clients) 


®  Website:  http://www.ci.sf.ca,us/ethics/ 


Gail  Feldman 
Billy  Blattner 
Page  2 
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Los  Angeles  County 

Threshold!  $1 ,000  in  a  calendar  month 

Registration;  $35  (lobbyists);  $35  (clients) 

City  of  Richmond 

Threshold.  $1 ,000  in  any  month  or  more  than  $3,000  in  any  calendar  year 
Registration:  $35  (lobbyists);  $15  (clients) 
City  of  San  Diego 

Threshold:  Currently,  there  is  no  monetary  threshold  to  quaJify  as  a  lobbyist.  Amendments  to 
the  Lobbyist  Ordinance  are  currently  before  the  City  Council  that  propose  a  $1 ,000  per  calendaur 
quarter  threshold  with  an  annual  CPI  adjustment. 

Registration:  Currently,  there  is  no  registration  fee.  The  proposed  Ordinance  is  a  fee  of  $40 
(lobbyists);  $15  (clients) 

County  of  San  Diego 

Threshold:  No  monetary  threshold. 

Registration:  No  filing  fee. 

City  of  San  Jose 

Threshold:  A  "local  governmental  lobbyist"  means  any  individual  who  receives  $2,000  or  more 
in  economic  consideration  in  a  calendar  month. 

Registration:  No  filing  fee. 


TOTPL  P. 03 


CITY  AND  COUNTY  OF^AN  FRANCIS 
BOARD  of  SUPERVISORS 


MEMORANDUM 


TO:  Members  of  the  Finance  Committee 

FROM:  Gail  Feldman,  Chief  Legislative  Analyst 

RE:  File  No.  98204  l^uni  Fare  Suspension  Ordinance 

HEARING  DATE:  December  9,  1 998 

This  memo  was  originally  prepared  earlier  this  year  in  response  to  File  No.  98-0126  [Free  Muni  Ser\  ice  on  New 
Year's  Eve].  Supervisor  Newsom's  Office  had  requested  a  hearing  to  consider  authorizing  free  Municipal 
Railway  (MUNI)  services  on  New  Year's  Eve,  and  had  also  requested  the  Legislative  Analyst's  Office  to  gather 
information  on  the  following  areas: 

•  Jurisdictions  that  provide  free  transit  services  on  New  Year's  Eve. 

•  Alternative  funding  sources  for  MUNI's  free  New  Year's  Eve  program. 

BACKGROUND: 

The  San  Francisco  Municipal  Railway  (MUNI)  does  not  currently  provide  free  holiday  services.  However,  in 
order  to  meet  the  transportation  needs  of  its  patrons  on  special  holidays,  such  as  New  Year's  Eve,  and  for  special 
events  such  as  "Bay  to  Breakers"  and  the  "Gay  Pride  Festival,"  MUNI  will  routinely  provide  expanded  bus  and 
rail  services  by  increasing  the  numbers  of  drivers,  station  operators,  and  other  services  for  such  events. 

FREE  TRANSIT  SERVICES  IN  OTHER  JURISDICTIONS: 

•  Los  Angeles  County  Metropolitan  Transportation  Authority  (MTA) 

The  Los  Angeles  Metropolitan  Transportation  Authority  (MTA)  began  its  free  holiday  transit  program  in 
1994  to  mirror  free  ride  programs  provided  by  local  taxi  companies  on  Christmas  Eve  and  New  Year's  Eve. 
MTA's  "Holiday  Celebration  Fare"  Program  is  provided  as  a  promotion  for  public  transportation  and  holiday 
safety. 

The  "Holiday  Celebration  Fare"  Program  is  authorized  by  ordinance  by  MTA's  Board  on  an  annual  basis. 
Initially,  fares  were  set  at  twenty  five  cent  fare  in  1994,  but  currently,  holiday  rides  are  available  free  of  charge  to 
Metro  Bus  and  Rail  patrons  between  the  hours  of  9  p.m.  and  5  a.m.  on  December  24*  and  December  3 1  st. 

MTA  states  that  for  approximately  20,500  boardings,  farebox  revenue  loss  resulting  from  providing  this  free 
service  is  not  substantial  -it  amounts  to  approximately  $20,000  for  the  two  nights.  MTA  officers  are  currently 
exploring  corporate  sponsorship  of  this  program,  and  expect  Budweiser,  the  beer  company,  to  sign  on  for  this 
year's  event. 

•  The  Santa  Clara  Valley  Transportation  Authority  (VTA) 

In  Santa  Clara  County,  the  Valley  Transportation  Authority  (VTA)  has  been  providing  free  New  Year's  Eve 
bus  and  rail  service  for  the  last  3  years  from  7:00  p.m.  to  3:00  a.m.  This  service  is  provided  throughout  Santa 
Clara  County,  including  the  cities  of  San  Jose,  Palo  Alto,  and  Gilroy,  as  a  promotion  for  VT.^  and  public  safety. 

VTA  states  that  while  the  free  service  is  popular  with  riders,  its  officers  do  not  track  the  numbers  of  people 
who  use  the  service  on  New  Year's  Eve.  This  event  is  also  operated  without  public  or  private  sponsors.  The 
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revenue  loss  is  offset  by  the  one-half  cent  sales  tax  which  is  collected  by  the  County  specifically  to  support  free 
bus  and  rail  serv  ices  on  New  Year's  Eve. 

#  The  San  Diego  Metropolitan  Transit  Development  Board  (MTDB) 

In  San  Diego,  the  Metropolitan  Transit  Development  Board  (MTDB>  operates  an  extensive  program  of  free 
promotional  rides  which  are  provided  throughout  the  year.  The  "Friends  Ride  Free"  program  operates  on  all 
niaior  holidays,  and  families  benefit  from  the  week-end  "Family  Weekends"  free  service  for  children.  On  New 
^  car  s  I  \  e,  how  ever,  all  riders  are  provided  free  and  unlimited  rides  on  all  local  trolleys  and  buses  from  6:00 
p. 111.  Liniil  4:00  a.m. 

On  New  Year's  Eve,  MTDB  adds  25  extra  all-night  hourly  trips  on  all  their  lines.  This  service  operates  from 
the  Mission  Valley  Area,  to  the  downtown  area,  and  down  to  the  Mexican  border,  near  Tijuana.  According  to 
MTDB,  the  cost  of  providing  free  services  is  included  in  MTDB's  annual  budget  as  part  of  its  marketing  strategy 
to  promote  public  transportafion. 

Costs  are  usually  minimal  on  New  Year's  Eve  -  approximately  25  trips  which  require  20  to  25  operators, 
some  security  personnel,  and  maintenance  costs  for  the  buses  and  trolleys.  MTDC  is  currently  considering 
seeking  sponsors  to  underwrite  the  cost  of  providing  free  transit  services. 

*  The  Chicago  Metropolitan  Transit  Authority 

The  Chicago  Transit  Authority  (CTA)  has  been  providing  "free"  New  Year's  Eve  services  since  1993  to 
promote  roadway  safety  and  as  a  promotion  for  CTA.  Every  year,  the  Chicago  Transit  Board  passes  an  ordinance 
to  establish  a  fare  rate  and  to  authorize  gift  acceptance. 

Since  existing  CTA  laws  prohibit  this  agency  from  providing  free  rides  on  New  Year's  Eve,  CTA  requests 
that  patrons  pay  a  one  cent  fare  for  the  use  of  its  services  and  facilifies.  In  1996  and  1997,  a  penny  ride 
guaranteed  passengers  rides  anywhere  CTA  operated,  from  8  p.m.  on  December  3 1 ,  until  6  a.m.  the  following 
day. 

CTA  provides  this  service  in  all  its  four  major  routes  serving  the  Navy  Pier  fireworks  display  and  other 
downtown  New  Year's  Eve  events.  More  than  a  dozen  buses  are  available  for  any  of  the  designated  routes,  as 
needed.  These  buses  also  connect  with  Red  Line  subway  trains  located  on  the  main  street. 

On  New  Year's  Eve,  CTA  bus  drivers  and  station  employees  affix  stickers  over  all  turnstile  slots  at  the 
beginning  of  the  free  service,  and  riders  are  then  directed  to  use  the  easy  access  gates  at  the  stations.  Local 
sponsors  such  as  the  Illinois  Restaurant  Associafion  and  Miller  Brewing  Company  have  collaborated  in  the  past  to 
cover  the  fares  of  more  than  100,000  people  who  have  taken  advantage  of  the  free-ride  program.  However,  a 
recent  Board  ordinance  now  forbids  the  Transit  Authority  from  sponsorships  by  alcohol  or  tobacco  companies. 

ACTION  STEPS  FOR  FREE  MUNI  SERVICE: 

•  Acdons  Needed  to  Institute  Free  Muni  Service  on  New  Year's  Eve 

According  to  the  City  Attorney's  Office,  MUNI's  provision  of  free  New  Year's  Eve  services  involves  altering 
MUNTs  fare  rates;  and  it  also  affects  the  City's  gift  acceptance  policy,  if  sponsors  will  be  ufilized  to  support  this 
event. 

A  preliminary  review  of  the  City  Charter  indicates  that,  following  submission  by  the  mayor,  the  Board  has 
autliority  to  approve  by  ordinance  or  reject  rates  or  charges,  recommended  by  appointive  Boards  and 
Commissions  to  the  Mayor,  that  are  to  be  imposed  by  any  department,  official,  board  or  commission.  The  City 
Attorney  is  currently  exploring  this  issue,  but  has  stated  preliminarily  that  these  provisions  may  affect  MUNI's 
proposed  free  New  Year's  Eve  services. 
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In  regard  to  MUNI's  use  of  sponsors,  existing  Municipal  Codes  allow  the  Board  of  Superv  isors  to  authorize 
department  heads  to  accept  gifts  with  market  value  up  to  $5,000.  The  City  Attorney's  Office  states  that  the  Board 
has  residual  powers  to  act  by  resolution  on  behalf  of  the  City  and  County  of  San  Francisco  and  accept  gifts  valued 
over  $5,000. 

As  indicated  above,  in  other  jurisdictions,  free  holiday  services  and  private  sponsorships  are  effectuated  by 
ordinance  and  resolution  on  an  annual  basis.  Since  San  Francisco  may  be  providing  this  serv  ice  for  the  first  time, 
MUNI  could  study  existing  models  from  other  jurisdictions  in  order  to  be  able  to  tailor  this  free  ser\  ice  to  the 
specific  needs  of  San  Francisco.  Providing  free  rides,  could  give  MUNI  an  opportunity  to  promote  its  ser\'ices, 
while  promoting  road  safety  at  the  same  time. 

Alternatively,  MUNI  could  provide  reduced  rates  along  the  lines  of  San  Diego's  "Friends  Ride  Free" 
program,  whereby,  one  rides  pays  a  full  fare,  and  a  companion  rides  along  free  of  charge. 

The  Clerk  of  the  Board  has  indicated  that  in  order  for  the  City  to  effectuate  this  proposal,  the  Board  would 
have  to  pass  an  ordinance  approving  the  fare  rate  change.  In  addition,  a  resolution  would  have  to  be  adopted,  in 
the  event  that  MUNI  receives  pledges  from  any  public  or  private  sponsors,  to  accept  gifts  from  these  entities  in 
support  of  free  MUNI  services  on  New  Year's  Eve. 

•  Alternative  Funding  Sources  to  Support  tlie  Proposed  Event 

In  some  jurisdictions  which  provide  free  New  Year's  Eve  events,  costs  are  usually  covered  by  private 
corporate  sponsors.  Beer  companies  such  as  Budweiser  and  Miller,  and  local  restaurant  associations  tend  to 
support  such  activities.  In  other  jurisdictions,  no  sponsorships  are  used  because  the  transit  authority  absorbs  the 
revenue  loss  as  an  promotional  expense  or  through  a  sales  tax,  as  demonstrated  by  Santa  Clara  County's  model. 

Local  events  such  as  the  "Bay  to  Breakers"  and  the  "Gay  Pride  Festival"  have  been  sponsored  by  local 
entities  such  as  major  newspaper  companies  in  San  Francisco,  the  Chamber  of  Commerce  and  local  restaurants. 

Another  potential  ftinding  source  could  be  the  Metropolitan  Transit  Commission  (MTC),  which  provided 
operational  support  of  approximately  $57  million  to  MUNI  in  Fiscal  Year  1998.  MTC  says  that 

although  expenses  for  the  New  Year's  Eve  service  could  be  insubstantial,  MUNI  could  make  an  additional  request 
to  MTC  for  the  next  fiscal  year  which  would  include  a  budget  for  the  New  Year's  Eve  event. 

•  Other  Related  Issues 

Staff  from  MUNI  and  law  enforcement's  MUNI  Police  Detail  had  indicated  that,  in  order  to  determine  costs, 
staffing  needs,  and  planning  for  the  New  Year's  Eve  event,  the  sponsor's  office  would  need  to  provide  additional 
information  on  the  following: 

•  MUNI's  proposed  hours  of  operation  on  New  Year's  Eve. 

•  Proposed  service  needs  -  whether  MUNI  would  provide  limited  "Owl  Service"  or  regular  week-day 
service  on  New  Year's  Eve. 

•  Proposed  scheduling  -  whether  buses  and/or  rail  lines  would  be  in  operation. 

•  A  list  of  planned  or  proposed  events  for  New  Year's  Eve  and  locations. 

As  indicated  on  the  current  legislation  (File  982041  -  Muni  Fare  Suspension),  the  issues  listed  above  have  been 
addressed  by  the  sponsor  and  MUNI. 

cc:  Nancy  Wheelan,  MUNI  Capt.  Steve  Tacchini,  MUNI  Police  Detail 

Robert  Bryan,  Deputy  City  Attorney  Ken  Bruce,  Budget  Analyst 

Gloria  Young,  Clerk  of  the  Board 

1 .    [Prepared  By:  Clarice  Duma,  Legislative  Analyst  (554-7782) 
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